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FROM THE EDITOR 


\ OU can judge this Magazine best for yourself, but we ought to give you a bit 
of background—the idea behind it, what the Magazine is aiming at. 

Note that it is monthly, not weekly. 

Note that it has no advertising, and never will have. We shall work solely for 
readers. 

It is not a “news magazine.” The news you will find in your daily newspaper. 
vour weekly news magazine, your pet radio program, your favorite trade journal. ‘This 
is not a substitute for them. 

It is mainly for businessmen. But businessmen have broad interests and hu 
man interests, and so the scope of this publication will be both broad and human 

The Magazine is essentially “economic.” ‘That may sound stuffy but it isn’t 
It doesn’t mean graphs and five syllable words. It doesn’t mean long involved 
technical discussions. ‘The discussions will be distinctly nontechnical and in lav 
language. And, of course, nothing is purely “economic,” as distinguished from 
“social or “political” or “humanitarian.” They are interwined, like strands in a 
rope, and they all come out at about the same place in the end. 

Articles will be bnef to save reading time, and numerous to give variety, to 
cover many more subjects than in the average magazine of its size. (‘There's alread) 
too much reading matter for busy people, and too much long-windedness by 
writers. ) 

Note the perforation of pages. It is an experiment. ‘The pages may be torn 
out, put in the pocket, referred to someone else—a business associate, a favorit 
aunt, a son in college. ‘Thev may serve as reminders to do something, or to wnt 
someone. If you find the scheme useful, we shall keep it. If you don’t, we won't 

Readers are an important part of the basic scheme of the Magazine—not just 
as readers, but as contributors of ideas, information, suggestions. We think profes 
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THE REPUBLICANS are back in 
Washington, all set to take control of the 
new Congress. They’ve had a long exile 
and a lot of them remember it soberly. 

Some are bent on revenge—want to 
throw their weight around. But a ma- 
jority realize they’ve got to get out of the 
“out-party” frame of mind—the easy habit 
of grousing and obstructing. And get into 
the “in-party” attitude which should mean, 
in times like these, to work out a program 
reaching beyond political expediency. 


LABOR LEGISLATION will be the 
biggest test of the new Congress. 

If the members yield to the temptation 
to kick all labor with both feet, they are 
bound to raise more problems than they 
settle. Best proof of this is the frank de- 
sire of some radical labor leaders for 
really tough labor legislation. 

No legal machinery can iron out all dis- 
agreements between management and 
labor. Intervention of the government in 
every dispute is particularly bad, as ex- 
perience with the War Labor Board 
showed. Both parties became irrespon- 
sible, automatically dumped many of their 
troubles in Uncle Sam’s lap, even foment- 
ed open friction to get an early hearing. 

Dealing with trivial disputes waters down 
the influence and the majesty with which 
government must handle important dis- 
putes in coal, public utilities, and transport. 


BUSINESSMEN are going to have more 
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influence in the new political environment. 
This is all to the good. 

But the country ought to hear more and 
more individual businessmen speak for 
themselves, rather than leave all the talk- 
ing to trade associations and public re- 
lations consultants. 

The brains in the free enterprise system 
are in individual businessmen, not in ab- 
stract collections of them. 


THE WHOLE free enterprise system is 
on trial. Consider this shattering item: 

The Chinese laundryman, who we 
always thought would remain an island 
of individual enterprise no matter what 
else happened—well ..... 

Nine out of ten Chinese laundrymen 
(we just found out) haven’t washed a 
shirt in years. Since way back in the 30's 
central steamwash plants, likewise operated 
by Chinese, have been doing the washing, 
charging the corner laundryman 20 per- 
cent of what he collects from you. 

Today, in one major city, four plants 
nightly turn out 150,000 pounds of laundry 
from 300-0odd Chinese shops. 

i 

BEFORE dropping the subject of the 
political turnabout, we can report that 
even Washington landlords have become 
skittish because of it. 

A friend of ours, a substantial economist 
with the Federal Reserve Board; took an 
application for an apartment to a rental 
agent. The agent scanned it, stopped 








abruptly at the line 
* marked “employ- 
ment,” then politely 
expressed regret.» | 

“You see,” he said; “we're looking for 
permanent tenants. Like Smithsonian 
Museum people, you know.” 





EVEN in the midst of political turmoil, 
men go on experimenting with new ideas. 
The Air Transport Command, for example, 
is trying out an airplane with reversed seats 
—facing the tail instead of the nose. 

People who have tried it say “flying 
backwards” is very pleasant. ‘The view is 
better—like the spreading vista seen from 
the observation car of a fast train—and 
unmarred by whirring propellors. 

There’s greater safety and comfort, too. 
“Deceleration shock” (abrupt shock due to 
rough landings) is lessened because the 
upholstered seat takes most of the punish- 
ment. 


ANOTHER new thing is nursery pens 
in grocery stores for shoppers’ children. 
We'll come out flatly and predict that this 
one won’t work. 

There’s the harassed mother, dumping 
her youngster into the pen, which is all 
fitted out with pretty toys. But the kid 
is going to stand there stiffly and howl his 
head off in frustration. 

It’s just a fact of life that no playpen— 
no matter how invitingly furnished—can 
compete with the nihilist interest a kid 
has in a sloping bin of oranges or an eight- 
foot pyramid of canned peas. 


SO*{ETHING that will be useful to 
many businessmen—particularly at this 
time of year—is the Weather Bureau's 
short forecast service. 

A good number of canny merchants, 
manufacturers, and service industry oper- 
ators already are weatherproofing their 
profits through this service. 

One bakery chain, for example, saves 
some $250,000 a year. If it’s going to 
rain, stocks go to downtown outlets. 
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Reason: housewives stay home, telephone 
husbands to pick up the bread and pie 
on the way from work. 

A big construction company figures it 
has saved a million dollars by picking 
sunny days for concrete pourings. 

Forecasts bear on department store ad- 
vertising. Who wants rubbers and um- 
brellas when it’s unseasonably dry and 
pleasant? 

Two-day forecasts are about go percent 
reliable. 


CONCERNING other helps for the 
businessman, we recently asked Prof. Sum- 
ner H. Slichter of Harvard (there’s an ar- 
ticle touching on his tax theories on page 
34) to name some books which he thought 
would aid businessmen in their jobs. 

What interested us most was his in- 
clusion of two histories: Beard’s The Rise 
of American Civilization, and Turner’s 
The Frontier in American History. Here 
is Slichter’s comment: 

“Despite the fact that most business- 
men have come up from the ranks, few 
are really in close touch with the com- 
munity. A good background knowledge 
of American history is important in en- 
abling them better to see the point of 
view of the man in the street. It is also 
useful in helping businessmen view pres- 
ent problems and situations with perspec- 
live.” 


BOOK BROWSING led us back the 
other day to The Managerial Revolution, 
which made a big splash five years ago. 

Author James Burnham reminds us that 
capitalism is much different from what it 
was a few years ago, and not just because 
of “government interference.” 

The significant change, he says, is in the 
position of stockholders, or owners, who 
are becoming less important in the busi- 
ness picture, and managers, who have be- 
come the really powerful people in today’s 
economy. 

Of course, a few large companies and 
a good number of smaller ones are genu- 
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inely owner-dominated. But the facts 
seem to show that general business policy 
is being made by the kind of man who is 
best called a “manager.” And managers 
are businessmen—another reason why 
businessmen are important. 


BUT SOME managers apparently are 
under par. 

Recent Army intelligence tests show 
that top-scoring truck drivers are smarter 
than bottom-scoring bvsiness managers 
and business administrators. 


MANAGERS of smaller companies may 
be doing a better overall job than those 
running large companies. 

Anyhow, employes in small companies 
have a higher regard for the efficiency of 
their bosses than employes of bigger firms, 
a Chicago management engineer reports 
after a survey. 

The survey shows that employe morale 
also is better in small businesses—some 
three percent above average. Employe 
morale in large companies is about three 
percent below average. 


ANOTHER kind of poll reports that 


most people think this is a bad time i 


to buy things, but they plan to buy 
them anyhow. 

To us, this proves a suspicion 
we've always harbored: polls cannot 
be trusted all the way because 
people try to impress the poll taker. 

We can visualize ourself responding to 
a knock on the door by a survey taker. 
He’s very brisk and dapper, ready to reduce 
us to sharp statistics. 

Behind him, at the curb, and in view 
of both of us, is our 1937 Studebaker. 
The rug, in pity, seems to want to sneak 
up and cover the frayed cuffs of our 1940 
suit. Behind us, in the kitchen, our 1935 
refrigerator clacks away. Our _ battered 
1938 radio wheezes on the table. 

“Do you think this is a bad time to 
buy?” the poll man asks. We say that it 
looks bad to us. Prices seem out of line, 
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and quality isn’t high. 

“Just the same,” he 
inquires intently, “do 
you plan to go ahead and buy a new car, 
new refrigerator, new suit, new radio?” 

“Of course!” replies our shabby pride. 
We can’t let this fellow think we’re poor 
and insignificant. 

When we have closed the interview, 
three inches taller and with a new assur- 
ance in our bearing, we stride down the 
hall, aim a kick at our drab 1940 son, light 
a cigaret with a dollar bill. 

In fact, we’re not quite sober until the 
next morning, after we’ve had our break- 
fast—paid for at 1947 prices. 





THAT ITCH to replace things is even 
greater now that easy-credit terms are back 
for lots of items. Which may not be so 
good. 

People who buy too much on credit often 
default payment during slumps. This means 
less buying power when it’s needed most. 

Many retailers would be happier if Con- 
gress preserved the Administration’s power 
to tighten credit terms, at least on durable 
goods. Already consumers’ credits are 
mounting toward 10 billion dollars. Should 
depression come, inability to pay 
would deepen it. 

If Congress keeps the bottle be- 
hind the bar now, maybe it won't 
have to pass the aspirin later on. 


SOMEWHERE in our breakfast paper, 
the other morning, we read where a major 
general defends the army caste system by 
comparing it with business practice. 

Both are systems of distinction and privi- 
lege based on rank and official position, 
the general is quoted as saying. 

As we pondered this comparison, the 
ofhce boy passed, so we explained it to 
him, and suggested that hereafter he ad- 
dress us with a “sir.” The kid told us to 
climb a tree, and walked out. 

We thought you ought to know about 
this, general. Our lawyer says we can’t 
even court-martial him. 








THE DIFFICULT YEAR AHEAD 





Nation missed its big chance. in ’46, so business now is due 


for ‘readjustment’. 


But a severe slump still can be prevented. 





HE year ahead, for all its un- 
y certainties, contains one pros- 
war pect which now is sure: a 
Own in many lines of business is 
coming. 

This doesn’t mean a deep and long de- 
pression of the 1929 kind. The under- 
lying economic conditions are too good for 
that. People need and want millions of 
homes, automobiles, refrigerators, electrical 
appliances, tables and beds and chairs, and 
dozens of new and better services. 

But after a groggy period of spiraling, 
business is due for readjustment, and this 
is bound to bring down prices and produc- 
tion of many items. 

Whether this readjustment becomes a 
general and serious recession depends, for 
the most part, on how businessmen and 
labor leaders react now to what they think 
is coming, and on the kind of decisions 
they make in the next few months in their 
own self-interest. 

It depends also on the effectiveness of 
government as an adviser to private in- 
terests and as a compromiser among €co- 
nomic factions. This part of the picture 
looks bleak because government is in poor 
shape to pe.form these functions vigor- 
ously. 

There is no use blinking the fact that 
respect for government almost collapsed 
last year—that the manhandling govern- 
ment took from all the pressure groups in- 
volved in the degrading struggle over con- 
trols has left its authority seriously im- 
paired. (The weakness of the Administra- 
tion, and the refusal of Congress to take a 
timely stand one way or anothe:a n OPA 
last summer, also helped undermine the 
prestige of government. ) 

But, most shocking, a parade of selfish 
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interests regularly held up the United 
States of America at the point of a gun and 
imposed its will on the community. Labor 
and farmers got most of the publicity, but 
the U. S. Steel Corp. in February and the 
leather tanners in November “pushed the 
President around” just as hard as Philip 
Murray and John L. Lewis did. 

Those who had “gotten” theirs fought 
ruthlessly to keep others from getting loose 
from controls: labor fighting for price con- 
trols but against wage controls; big busi- 
ness attacking government for flabbiness 
on wage controls while insisting on price 
eoncessions; farmers demanding controlled 
farm equipment prices and sky-high crop 
prices. ‘The savagery with which every- 
body tried to hamstring the other fellow, 
while using every weapon to save himself, 
shattered social and political morality. 

It is true that, out of this melee, we 
somehow did manage to reconvert. But the 
cost was great, for the nation wasted its 
chance to move onto a high plateau of 
good business for many years. Now things 
are all out of kilter, and a shakedown is 
due. Its causes, briefly, are: 
> Rising living costs: Consumer prices 
already are more than so percent above 
pre-war levels and millions of buyers are 
being priced out of the market. (The in- 
crease in food prices alone in the summer 
of ’46 was the largest ever to occur in so 
brief a period in the United States.) This 
is especially grim for that large body of 
consumers with relatively fixed incomes, 
the salaried group and retired persons liv- 
ing on annuities and pensions, but it affects 
wage earners, too. Most people just can’t 
afford to keep buying as many things. 
> Inflated farm prices: Farm prices have 
soared fantastically and now are too far 
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above the general price level to be sus- 
tained. Cotton prices already have broken 
—a sign of what’s coming. Farm income, 
while remaining good, will be less than 
in *46. 

& Changing patterns of spending: Today 
consumers are spending some 75 billion 
dollars, out of a total disposable income of 
145 billions, for non-durable goods. (Main 
items in this class are food and clothing.) 
This is 19 percent above the pre-war ratio. 
As durable goods—autos, radios, refrigerat- 
ors, and furniture—become available in 
larger quantities, they will claim some of 
the dollars now being spent on shoes and 
beefsteaks. ‘This competition among sell- 
ers of different kinds of goods, plus the 
overall decrease in buying, will bring down 
both prices and volume of food and cloth- 
ing. 

® Reduction in inventory buying. Most 
manufacturers, wholesalers, and retailers— 
who have been buying raw materials, parts, 
and finished goods to build up depleted in- 
ventories—now have relatively full stocks, 
or did have before the coal strike hit them. 
The pipelines that people have been talk- 
ing about are filling. (‘Total manufacturing 
inventories stand at 19 billion dollars, a 
record peak.) From now on goods will 
be ordered only to the extent that they 
can be resold. 


The working of these four eleg 
makes for the end of the boom. 


don’t tell us is how sharp the falling het, ee 


off will be, how widespread, or hows 
long it will last. It seemed for ayaa 
while that the decline of busingg 
in 1947 would be mild. Many 
alysts—earlier—even saw °47 agi 4 
year in which total volume of by 







With inventory again on , 
a day-to-day replacement basis, orders arey a 
bound to fall off and production will droge 








ness would change very little. 
believed that shrinkage i in the mig 
durables and in inventory buyit 
would be offset by expanding p1@ 
duction in other lines where heavy , 
backlog demand exists: consufhen . 
durables, new in- ir 
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dustrial plant and equipment, residential 
construction, and pressing public works. 

But it is in just these areas—where it 
was hoped that compensating industrial 
expansion could take place—that the out- 
look now is less promising. When con- 
trols were thrown off last fall in an orgy 
of confusion, the slump-causing pressures 
were intensified. 

Now with a “second round” of wage 
increases boosting costs still higher, manu- 
facturers will be increasingly hesitant to 
erect new factories or add wings on old 
ones, and building contractors will be 
leery of starting new houses. Consumers 
obviously can’t keep chasing prices uphill. 
As prices are increased, the physical vol- 
ume of goods sold will decline. So many 
manufacturers will consider their existing 
capacity large enough for the time being. 

This may all add up to a general belief 
that prices are going to reach their highest 
possible level, then slump to a lower level 
by 1948. If that’s the way the picture 
looks, it will discourage capital investment 
in ’47. 

The key to the extent of the slump is 
how broad and deep this discouragement 
of new investment really is. Many plans 
for industrial expansion, residential con- 
come and public works are still under 
~Will they be approved 
fed until construction and 
§ equipment costs are 
4 down, or set aside un- 
,,. til prospects of profits 
», appear better? 

™ While there is no 

Bick that prospects 
look bad, it is impor- 
‘te tant to remember that 
n any crucial decisions 
are still to be made. 

ese will determine 
whether there will be 
a serious slump. Will 
there be further specu- 
lative excesses in the 
-final inflationary stages 
4-5 of the boom? Will 


5 


























A 
4 
4 
7 
4 
4 
ry 
- 
ra 
4 
q- 
” 
td 
A 
iA 
a 
- 
- 
s 
s 


Wa 















wage settlements to be fixed in 1947 
be reasonable? ‘Will part of the increases 
be absorbed in profits or will producers 
choose lower volume at still higher prices? 
Will there be real effort by management 
to win the help of labor in increasing out- 
put per manhour? 


NE of the most encouraging signs is 

the widespread awareness that there 
probably will be rough sledding for busi- 
ness in 1947. This awareness already has 
fostered temperate decisions. ‘There was no 
final wild speculative fling, for example, 
when prices were decontrolled in Novem- 
ber, because so many people were so sure 
that too big a price rise would mean an 
immediate bust. Even before that, banks 
had begun to scrutinize inventory loans 
carefully. 

By late fall many businessmen were be- 
ginning to prune their orders and bring 
their inventories under control so that 
abrupt large-scale cancellations would not 
be necessary when buying of food and 
textiles at present prices falls off. Such 
measures, taken in time, help confine the 
effects of the anticipated readjustment to 
lines directly affected. 

It is in the realm of labor relations that 
the businessman and the labor jeader must 
make their most important decisions in 
1947. Business and labor both have a real 
and immediate interest in seeking a peace- 
ful settlement of wage disputes. What is 
needed above all now is a period of rising 
productivity. Strikes will interrupt the flow 
of production on which businessmen are 
counting to cut costs. 

Indeed, the cash value to industry of un- 
interrupted production is high enough to 
suggest that there are a few cents more 
bargaining leeway than normally would be 
present. If industry takes its eye off the 
production target and aims at smashing 
the unions, it will be inviting a disastrous 
slugfest. 

Of course, if labor leaders make ex- 
treme demands and refuse to compromise 
them, there may be no way of avoiding 
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strikes. But in develoving his bargaining 
strategy, an employer can be sure that 
among labor leaders only the small Com- 
munist minority will welcome strikes. 

CIO leaders in particular have a su- 
premely critical decision to make. Aware 
that much unemployment will follow a 
“too large” wage increase, they were pre- 
pared to be “reasonable’—to bargain as 
vigorously as possible for an agreed settle- 
ment. But they also are fighting to pre- 
vent inroads on their political leadership 
from their own left wing and by John L. 
Lewis. If they think too exclusively of 
their prestige, if they insist on leapfrogging 
wages once again over living costs, it will 
be too late to talk about preventing severe 
recession in 1947. 

If this happens, the businessman should 
then consider what he can do to shorten 
the recession. Here again, he can act in 
ways which will have an important bearing 
on events. | 

It’s a matter of self-interest to take it 
easy on marking up prices. The squeeze 
on many businesses will be terrific (al- 
though profits generally are way up). But 
it will pay to look everywhere for possible 
cost reductions. 


HERE will be a chance really to go to 

work on reducing labor costs and in- 
creasing productivity. Productivity today is 
only slightly above pre-war levels, largely 
because the war retarded introduction of 
labor-saving techniques in most non-muni- 
tions industries. But basic technological 
knowledge has continued to accumulate 
for some seven years. ‘Thus there is hope 
within the next two or three years of 
achieving a full decade’s progress. 

Such progress is going to be worked out 
plant by plant. It will come most rapidly 
in those establishments where cooperation 
of the employes can be enlisted. After 
the next round of wage increases, there will 
be a breathing spell in which individually 
alert managements can formulate cam- 
paigns to reduce costs. (One of this coun- 
try’s perpetual problems is that business- 
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mien and union leaders don’t clearly see 
the need for labor-management coopera- 
tion until faced with overwhelming diffi- 
culties—when it’s too late. ) 

If recession comes, business also will 
have a reasonable opportunity to 
shorten it by getting rid of escalator 
clauses and by squeezing the water 
out of fixed-price contracts. As vol- 
ume declines and competition 
mounts, these forms 
of padding can be 
eliminated. 

Finally, in weigh- 
ing his own plans for expansion, 
the businessman can be guided 
by an assured fact: he can look 
through the possible recession to 
years of good business nurtured by 
big demands still unfilled. And 
if a businessman needs some expansion for 
the future, his plans will do no good unless 
they will result in actual plant and equip- 
ment in time to serve the market when it 
does revive on a healthy basis. 

This means plans should be ready, with 
management watching for costs that it 
regards as “right” and in balance. A gen- 
eral condition of alert readiness will result 
in shorter time lags, less of a dip in over- 
all production. 

Government’s functions, too, will be vi- 
tal in the year ahead. 

The government will be responsible, 
first, for the administration of remaining 
wartime controls and» for a program to 
get us over into full decontrol. 

As an instrument representing the com- 
mon interest, the government has another 
job in connection with the coming wage 
negotiations, whose outcome will deter- 
mine the fate of the whole economy for 
the next two or three years. Their settle- 
ment calls for the creation of a much 
stronger federal conciliation and media- 
tion service. 

Another contribution of government—a 
long run contribution—is the work of the 
Council of Economic Advisers, who will 
report to the President within a few days. 
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Created by Congress to study the problem 
of keeping high employment and produc- 
tion in a free enterprise system, the Coun- 
cil will cover taxation, monetary policy, 
and public works, and their effect on em- 
ployment. 

Moreover, the 
Treasury and Fed- 
eral Reserve Board 
will be called upon 
to evaluate and use their credit 
powers most carefully. A sudden 
decision by the Federal Reserve 
system to discontinue buying gov- 
ernment bonds from commercial 
banks would produce a drastic de- 
flation throughout the entire bank- 
ing structure. 

Although the government’s role 
will be subordinated to that of 
private businessmen and labor leaders, it is 
still decisive. And government can’t op- 
erate unless it gets a new measure of re- 
spect—from everybody. 

Most of the federal regulations and 
directives involving controls have been 
terminated. Americans are glad of that, 
but the majority will recognize that it is 
dangerous to believe it made no difference 
how this was done, ot how disdainfully the 
democratic process was treated. The fact is 
that it makes a big difference to everybody 
interested in maintaining a free economy, 
because a free economy can flourish only 
under a healthy democratic system. 

At the beginning of the new year, it 
may be well to recognize that the pulling 
and hauling of government which charac- 
terized 1946 turned out to be a poor bar- 
gain for 1947. Opportunity was wasted— 
opportunity to make a smooth transition 
from controls to a freer economy. 

Now, as a result, some business shake- 
down is certain. Whether it becomes a 
severe recession depends on decisions soon 
to be made by business, labor and govern- 
ment. 

These decisions now will be harder to 
make but there still is time to make them 
wisely. 
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OST Americans think 

of runaway inflation 
as something distastefully 
foreign. Too many assume 
that it can’t happen here. 
The fact is, it has happened 
here. 

The time was 1787—the 
year of Shays’ Rebellion, an 
almost forgotten episode in 
U. S. history. The roots 








WHEN WE HAD 


ary, $4 the following June 
and $8 in December and 
soon. The currency would 
be worth nothing in 20 
years. ‘The proposal died as 
did other pleas for relief. 

In desperation, the peo- 
ple listened to Daniel Shays 
of Hopkinton, Mass., an 
ex-captain who planned to 
use armed bands to close 


of uncontrolled inflation RUNAWAY the courts. Thus no judg- 
had grown during the Rev- ments could be executed, 
olution. Tons of Contin- INFLATION no penalties imposed. 





ental currency were dumped 


Shays was soon surround- 








upon the new nation, and 
diluted by tons of counterfeit paper. 

In 1780 a U. S. dollar was worth two 
cents; George Washington said it took a 
wagonload of money to buy a wagonload 
of provisions. 

Some prices that year in Boston: Indian 
corn, $150 a bushel; flour, $1575 a barrel; 
butter, $12 a pound; a suit of clothes, 
$2000. Day wages skyrocketed from 75 
cents a day to $35. A silver dollar was 
worth $120 in Continental currency. Then 
the dollar hit bottom. It was worth ex- 
actly nothing. Whole communities did 
business in barter, trading eggs for potatoes, 
hooked rugs for flour. 

The war ended in 1783 and the Revolu- 
tionary heroes trudged home to appalling 
poverty and a tremendous tax load. Their 
back wages were paid in certificates which 
were heavily discounted for money that 
“wasn't worth a Continental.” Artificial 
industrial prosperity collapsed. Homes, 
farms and household goods were seized for 
debts. Debtors prisons were jammed. In 
1784 in Worcester County alone 2000 civil 
suits awaited court action. 
backed up by the threat of prison could 
force a debtor literally ‘to slavery. 

In Hampshire County, Mass., the people 
asked for an issue of paper money which 
would depreciate by specific degrees at 
stated intervals. For instance, a man 
would pay $2 for a pair of shoes in Janu- 
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ed by disgruntled veterans, 
angry farmers and backwoodsmen who 
named themselves “The Regulators.” 
Armed with clubs, swords, whips and guns, 
they tramped the Massachusetts hills 
throwing judges out of courtrooms and 
breaking open debtors’ jails. 

The climax came in 1787 when Shays 
decided to storm the government arsenal 
at Springfield, seize the guns and take over 
the State government. With 1200 “Regu- 
lators” he descended upon the arsenal. An 
artillery volley crashed into the center of 
the rebel column, which broke and ran. 
Eventually, Shays and his lieutenants were 
pardoned on the ground that theirs had 
been a protest against unendurable con- 
ditions. Today the Daniel Shays Highway 
runs through western Massachusetts, 
named for the man who, perhaps more 
than any other, hastened the writing of 
the Constitution of the United States. 

General Washington summed up the 
lesson of the Shays Rebellion in a letter 
to the Marquis de Lafayette on March 25, 
1787: “These disorders are evident marks of 
a defective Government; indeed the think- 
ing people of this country are now so well 
satished of this fact that most of the legis- 
latures have appointed—and the rest, it 
is said, will appoint—delegates to meet at 
Philadelphia the second Monday in May 
next, in a general Convention of the States 
to revise and correct the defects of the 
Federal system.” 


KIPLINGER MAGAZINE 












THE MADIEST DEBUG STORE 





Florida’s Doc Webb gives ’em fashions, circus acts and onions 


by the ton. 


He breaks all rules, but the till is overflowing. 










ue N downtown St. Petersburg, Flor- 
A ida, the old folks sit out on green 
* /%sidewalk benches in the soft sun- 
wJ shine. At street corners there is a 
== curbless slope to the paving to ac- 
commodate wheelchairs. ‘Trade in the 
shaded, unlighted shops moves in an un- 
hurried way. But smack in the middle of 
the folksy, afternoon-of-life serenity is an 
uproarious retail establishment called 
Webb’s City. It bills itself as THE 
WORLD’S MOST UNUSUAL DRUG 
STORE, which no doubt it is. Arnong its 
other eccentricities, it grossed over $9,300,- 
ooo last year. It did this by tearing up the 
business rule book. 

Webb’s City, two stories high, now cov- 
ers a whole front city block, almost a block 
deep, with a packed network of attractive 
displays. This does not include three park- 
ing lots, the largest retail liquor store in the 
South, coffee roasting and ice cream plants, 
bakery, patio restaurant, and a sporting 
goods store. 

Of course the customer can pick up 
aspirin or a hot water bottle at this drug 
store. But he also can get a shave, cash 
his pay check, have his suit dry-cleaned, 
buy a refrigerator, a smart dress for the 
wife, a ten-pound turkey and all of next 
week’s groceries, cut flowers, 25 gallons of 
paint, venetian blinds, fishing tackle, and 
an airline ticket to Mexico City. And the 
quality of these goods and services runs 
high. 

J. E. Webb, who runs this merchandis- 
ing merry-go-round, is the darting type, 
physically and mentally, who probably 
never has finished a sentence in his life, 
certainly has never sat still for three con- 
secutive minutes. He feels that his pa- 
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trons also have the fidgets, that at heart 
they are eagerly alert for new and sharper 
seasonings in every experience. So the 
shopper at Webb’s may get a look, in the 
patio, at the Loyal Lupenskys, circus eques- 
tnans. Or watch Webb himself clowning 
in another act, posing on the trapeze. Or 
maybe see somebody shot out of a cannon. 
Or a fellow milking rattlesnakes in the 
window. Best of all, the customer may be 
pitched into the profitable melee of a 
spectacular sale, in which Webb specializes. 

These sales, which have terrorized 
Webb's competitors for 20 years, are the 
least believable part of this madcap enter- 
prise. Doc, as everybody calls him, has 
featured a three-cent breakfast of egg, 
bacon, grits and toast; men’s $2 quality 
shirts for 68 cents (he sold 2600 in one 
day); a carload (15,000) cantaloupes for 
two cents each (all gone in a day). He 
has priced coffee at nine cents a pound and 
peddled up to 8000 pounds daily, along 
with 113,000 doughnuts. He once emp- 
tied two carloads of sugar a day, sold it at 
five cents a pound—no limit. 

He got rid of ten tons of onions, at 
seven and a half cents a pound in 11% 
hours (limit of three pounds per person). 
He marked a top-grade of paint at $1.79 a 
gallon, threw in a free paint brush. He 
put on a sales carnival with a 3480-pound 
Wisconsin cheese, supposedly the world’s 
largest, sold it all in eight hours, for 39 
cents a pound. Doc has sold a carload of 
canned peaches, at : 
a tremendous bar- 
gain, and 22,500 
cans of soup, in a 
day’s campaign. 
And all during the 


















war period, when such things were scarce. 

So Doc is a tough price cutter—prob- 
ably the most merciless in the country. 
Another liquor store once sliced off whis- 
key prices. Doc retaliated with a one-cent 
sale. Buy a quart, get a pint extra for a 
penny. Somebody started a cigaret war. 
Prices plopped. Doc finally announced 
he was giving them away. For two days 
merry smokers circled the block in long 
lines to get their two free packs. 

A rival department store was licensed 
as an agent for Macy’s drug line—a potent 
seller. Doc ordered the same line, in drib- 
lets, in New York, waited until he had ac- 
cumulated a stock, then advertised and 
sold it at half price. 

Early last fall, when the retail price of 
butter was 79 cents a pound, a competitor 
slashed the price. Doc immediately went 
20 cents lower. ‘The competitor tried to 
duck again. 
butter at 19 cents, kept it there until the 
competitor threw in the towel. 

Not only does Webb treat his competi- 
tors mercilessly, but he likes to rub salt in 
their wounds in public. He posts all com- 
petitive ads for drugs and sundries, meets 
any price any day. Same goes for his 
grocery department, which will sell items 
at prices quoted in any ad a customer 
brings in. 

He would like to price-cut other things 
—particularly nationally advertised brand 
name products—but is prevented by Fed- 
eral tair trade laws, which he bitterly con- 
demns as unfair to low-income people. He 
has fought state price fixing for years, and 
piloted a _ successful campaign against 
state-enforced minimum prices for dry 
cleaning and haircuts. He is always skir- 
mishing with various regulations, and ca- 
vorted at his best recently in a no-man’s 
land of legal confusion created when OPA 
put ceilings below certain minimum prices 
set by state price-fixing boards. 

Doc believes his public considers him a 
bulwark between them and high prices. 
There is evidence that he may be night. 
In 1940, during one of his periodic expan- 
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Doc laughed, .narked his 


sions, Doc needed $200,000. He got him- 
self licensed as a broker, took a two-page 
newspaper ad asking the public to come 
down and buy this much preferred stock 
at seven percent interest. In 30 hours the 
issue was oversubscribed. ‘The Securities 
and Exchange Commission was annoyed, 
but couldn’t do much about it. Local 
people presumably rate this stock as being 
at least as good as a government bond. 

Another indicator of Webb’s local status 
and his reputation for quality is the average 
per capita expenditure at his store. St. 
Petersburg’s year-round population, includ- 
ing the winter influx, averages out at 
100,000. Webb’s gross is expected to hit 
12 million dollars this year, which means 
everybody in town will spend an average 
of $120 with him, a record probably un- 
equalled by any other store in any other 
sizable place. 

Other figures give additional hints on 
the scope of this operation. ‘The store 
bank cashes up to $80,000 worth of checks 
a day—sometimes more than a downtown 
bank. Some million and a half cigarets 
pass over Webb’s counters weekly. His 
beauty salon boasts 30 booths, is one of the 
largest in the state. The store has five 
eating places. The drug department fills 
an average of 400 prescriptions daily. 


HE store employs 750 persons, pays 

them $1,125,000 annually. More than 
30,000 people have been clocked in the 
store in one day. In 1945 when Webb 
wanted to pull in a super-crowd at a war 
bond rally, he put on one of his blaring 
shows, sold a million dollars in bonds at 
one crack. 

Webb’s flamboyant successes in such 
civic projects, plus the publicity he has 
brought the city, conspire to confuse the 
Chamber of Commerce. Individually its 
members fear and. dislike Webb. Collec- 
tively they realize he’s great for the city, 
taking some of the curse off its reputation 
as a retirement center. 

One instance is his promotion of the 
Florida Poster Girls. ‘These are eight St. 
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Petersburg girls (soon 
to be augmented by 
beauties from adjacent 
cities) chosen in a 
dp contest. Last summer 
‘they toured southern 
cities, had a big inning 
in Hollywood, were 
widely publicized in 
local department store 
fashion sale _ tie-ins. 
Although Doc originated this to glamorize 
his own women’s fashion department, the 
publicity has inevitably smiled upon his 
home city and state. Doc thinks it will 
soon outshine the Atlantic City bathing 
beauty contest, and he plans to send the 
girls abroad. | 








Doc Webb 


If they get to Paris, and Doc begins to . 


get himseif into the fancy Schiaparelli 
trade, where will this mad drug store stop? 
Doc doesn’t know. It all started 21 years 
ago in a 20-foot cubbyhole. Doc had come 
down from Knoxville, sore at a stingy drug 
store employer. In Doc’s first year in 
St. Pete, he grossed $38,000, a feat con- 
sidered miraculous inasmuch as he put 
his store in an old building at the southern 
end of the business quarter, near the Negro 
district, and night between the Seaboard 
and Atlantic Coast Line railroad tracks. 

The place never has stopped growing, 
and nobody has been in the store when 
partitions weren't being knocked out, an- 
nexes added. ‘The store has brought the 
business district down to it. 

This ceaseless expansion demonstrates 
that although Webb City may be a circus, 
it’s no joke. It is an extraordinarily well- 
run business. Doc is glad to tell other 
businessmen how he does it. First, he 
says, it’s a matter of personal attention 
and supervision. Doc knows every inch 
of the store, 98 percent of its employes 
and merchandise. He says he would lose 
this touch if he set up branches, or spread 
out too far from his own city block. This 
is his objection to chains. 

But he keeps the 38 departments of his 
store highly independent, each one run by 
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specialists. He has five separate kitchens, 
for example, for his five eating places. He 
makes the departments compete with each 
other. He may prod his delicatessen mana- 
ger to buy a ham outside, thus rebuke his 
meat manager, in whose department qual- 
ity may have slipped slightly. His pre- 
scription department, secluded and very 
professional looking, invites confidence. 
The prescriptionists aren't running over 
half the store selling everything. 

Doc also cherishes the principle of the 
“one stop” store. Give the customer as 
much as you can under one roof. Doc 
insists, with some strain upon logic, that 
his place is still a drug store, because it is 
a natural development of the drug store 
idea. He snorts at competitors who say 
he runs a department store, argues that all 
drug stores try to sell everything, and that 
he’s just better at it. He brags that his 
drug “area” accounts for more than 60 
percent of his gross, and assumes that this 
fact proves his point. But an important 
reason for keeping the drug store label is 
that drug stores are permitted to keep long 
hours, which gives Doc a big edge. He 
held his biggest shirt sale on a Sunday. 

Doc’s fundamental business philosophy, 
of course, is cut-rate pricing and volume 
selling, although his competitors, and some 
other more objective critics, regard his 
methods as unethical and reminiscent of 
the competition-strangling trusts. But Doc 
considers his goal a moral one. He thinks 
his system is geared to the welfare of the 
go percent, whereas too many other busi- 
nesses skim off the trade of the well-to-do 
ten percent. 


UT the cut-rate philosophy has an eco- 
nomic basis, too. By selling fast and 
for cash, Doc aiways nets his standard cash 
discount from suppliers, which may be all 
he nets from most of the operation. He 
also is less hampered by shortages because 
suppliers know that, good times or bad, he 
will keep their lines moving. 
The ballyhoo and side-show touch is 
more than a whimsy. It is a deliberate 
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business technique, with as serious a busi- 
ness objective as advertising, although Doc 
would like it even if it served no purpose. 
(The store regularly takes out three or four 
pages of newspaper advertising every day. 
Stark black type keeps people informed 
and interested.) The continuing promise 
of spectacles attracts crowds. 

This slight, 125-pound madcap mer- 
chandiser is something more than an em- 
bodiment of Stephen Leacock’s man who 
jumped on his horse and galloped off in 
all directions. He’s the self-contained in- 
dependent corner merchant developed to 
full flare. If such stores tend to blow up 
from the pressure of diversification, or if 
they disorganize the market, those are 
minor points to Doc. 

Webb wants every community to have 
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at least one big, ruthless, completely self- 
governing store. He himself refuses to 
have anything to do with trade associa- 
tions or professional clubs, despises com- 
mercial fraternization. 

“When other merchants stop scowling 
at me on the street, I know something’s 
wrong,” he says. “I go back to the store 
and cut hell out of something.” 

Doc openly concedes there are too few 
Webbs in America, too few even in quiet 
St. Petersburg. “In me,” he says, “the 
people have the best OPA possible—all the 
time. But not enough to go around.” He 
always hits this melancholy strain when 
nobody has been tussling with him, when 
he hasn’t been shouting to the customers: 
“Come and get it—at THE WORLD’S 
MOST UNUSUAL DRUG STORE!” 
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IT’S MAKE OR BREAK FOR FORD 





Young Henry and his men discard ‘tin-lizzie’ policies, 
stake all to regain top place in the automobile industry. 





FTER 15 months of up- 

heaval, the greatest man- 
agement reorganization in U. S. 
industrial history is drawing to a 
close on the Detroit banks of 
the River Rouge. Now the Ford 
Motor Company stands on the 
threshold of a struggle to gain 
once more undisputed leadership of the 
auto industry. 

Ford’s avowed objectives: 1) to beat 
Chevrolet sales in the low-priced field; 2) 
to nudge Chrysler out of its spot as the 
No. 2 auto maker; and 3) eventually, to 
displace General Motors as the great car- 
producing corporation. 

The Rouge revolution brought a new 
team of executives to Ford who took their 
jobs believing the company must succeed 
or shut down. They expect to achieve the 
first two goals by 1950. ‘The third, even 
the most enthusiastic admit, may take a 
little longer. 

The means at their disposal are new 
brains, a new philosophy, total declared 
assets of $8.5,500,000 and $225,002,000 
cash for expanded production facilities. 

Long before 29-year-old Henry Ford II 
was installed as the third president in the 
company’s turbulent 43-year history, the 
near-collapse of the Ford empire had be- 
come one of the most morbidly fascinating 
industrial spectacles of the century. 

In 1929, with a top spot in the industry, 
the company had reaped peak profits of 
$80,000,000. By 1941 Ford prestige had 
plunged to its lowest ebb and profits had 
slipped to $5,000,000. The company’s tre- 
mendous energies, once solely devoted to 
making and selling cars, were dissipated by 
hobbies and irrelevant enterprises. 
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Henry Ford’s prejudices and 
paternalistic labor policies at 
first annoyed, then outraged 
large consumer groups. Sloppy 
sales work, indifferent advertis- 
ing and heartless business tactics 
had exacted their toll in public 
good will. Worst of all was 
Ford’s inability to realize that car buyers - 
wanted more for their money than four 
wheels and a chassis. Sterile, weak and 
blind, the Ford Motor Company was 
stumbling into ruin. 

How long the spectacle could have en- 
dured it’s impossible to say, for Edsel 
Ford’s death created a crisis which altered 
the whole course of company history. Few 
if any people except Fords knew how the 
decision to bring in young Henry was 
made. 

Sentimentalists say Henry Ford was so 
shocked by Edsel’s death that he gave Ed- 
sel’s son carte blanche to shape Ford des- 
tiny while lavishing upon him the affection 
he had denied his own son. More practi- 
cal observers swear the decision was forced 
by Mrs. Edsel Ford. Embittered by years 
of watching her husband joust unsuccess- 
fully with Harry Bennett, old Henry’s con- 
fidential muscle man, she reportedly threat- 
ened to throw her share of the company 
voting stock onto the open market unless 
her son were made president. 


HATEVER happened behind the 
scenes, in the fall of 1943 young 
Henry was summoned from the Navy to 
Dearborn as executive vice president. Two 
years later he became president. 
Ford was green and admitted it. But 
before long the tall, round-cheeked young 
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man—who had been regarded with a com- 
bination of suspicion and sympathy—be- 
gan to win respect. Although not brilliant 
himself, he had drive and was eager to hire 
brains. Around the Rouge he became 
known as “Young Henry,” “Henry the Sec- 
ond,” “H2F,” “The Deuce,” “The Kid,” 
and “Junior.” 

Once installed with the understanding 
that, unlike his father, he was to be the 
real boss, Ford began to clean house. More 
than 1000 supervisory officials, from Ben- 
nett and vice president C. E. Sorenson on 
down, were remove. transferred, or volun- 
tarily resigned from the old A and B pay- 
rolls (for those making at least $600 a 
month). 

The voice of W. J. Cameron of the Ford 
Sunday Evening Hour—spokesman for the 
old regime—was stilled. To sweeten the 
company’s name, a smart, expensive New 
York public relations firm was hired to help 
create and express a new Ford personality. 

Young Ford went hunting for new tal- 
ent. As his executive vice president he 
snared Ernest R. Breech away from the job 
he had held four years as president of the 
Bendix Aviation Corporation. Next to 
Ford himself, Breech is the most influen- 
tial man in the company today. This 49- 
year-old son of a Lebanon, Mo., blacksmith 
started in the automobile industry with 
GM in 1923 and 16 years later became its 
vice president. Before moving to Bendix 
he was president for two years of North 
American Aviation, Inc., operating TWA, 
Eastern Airlines and Western Air Express. 
In both organizations he performed bril- 
liant rebuilding jobs. 

Directly beneath Ford and Breech on 
the organization chart (something the 
company never had before) are the five 
vice presidents: Mead L. Bricker for pro- 
duction, John R. “Jack” Davis for 
sales and advertising, John Bugas for 
industrial relations, Albert J. Brown- 
ing for purchasing, and Herman 
Moekle for finance. With them, 
on an all-powerful policy board, are 
Harold T. Youngren, director of 
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engineering, and Lewis D. Crusoe, director 
of the new planning and control division. 

Burly, heavy-jowled Bricker first started 
working for Ford in 1904. He was superin- 
tendent of the mighty Rouge plant in the 
twenties during its record production days, 
and as boss of Willow Run during World 
War II performed one of the country’s 
great production jobs. 


RICKER’S instructions from young 

Henry were brief: put the axe to 
every dead-limb Ford operation, then re- 
build as fast and as completely as you can. 
Quickly Bricker sold a score of outlying 
plants which had been dawdling along for 
twenty years. He closed out Henry Ford’s 
expensive hobbies. ‘The fleet of 30-odd 
freighters was sold and plate glass manu- 
facturing operations were terminated. The 
$100,000,000 Willow Run plant was aban- 
doned as a future productive possibility. 
(It was later acquired on lease from RFC 
by Kaiser-Frazer.) Fordlandia’s multi-mil- 
lion-acre rubber plantations, employing 
7000, were transferred to the Brazilian gov- 
ernment. Plans to build a substitute for 
the $5,600,000 tire-manufacturing plant 
which had been sold to the U. S. for lend- 
leasing to Russia were scuttled. 

As he pruned the moribund Ford pro- 
duction tree, Bricker disbursed chunks of 
the $225,000,000 which the company had 
laid aside for improved and expanded facil- 
ities. Projects which got under way almost 
immediately included: a Lincoln-Mercury 
plant to employ 1500 assembling 250 cars 
daily at Los Angeles; a Lincoln-Mercury 
plant to employ 2500 assembling 400 cars 
daily at Metuchen, N. J.; a Lincoln and 
Mercury plant to employ 3000 assembling 
500 cars and trucks daily at St. Louis; an 
assembly and parts branch to employ 1800 
with daily capacity of 350 cars at 
Atlanta, Ga.; an $800,000 sales 
and parts branch employing 100 
and serving 325 dealers at Des 
Moines, Iowa; an annex to the 
Dearborn Administration Build- 
ing for 1000 more employes. 
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In addition, Bricker began a $10,- 
000,000 job of rehabilitating the 
mammoth Rouge production plant, 
and put out another $1,500,000 of 
his expansion fund to modernize 
the Ford passenger car and truck 
assembly plant at Norfolk, Va. 

All Lincoln-Mercury manufacturing 
operations have been placed in a separate 
unit with $35,000,000 earmarked for expan- 
sion. L-M now has its own production, 
sales, purchasing, parts and service, and in- 
dustrial relations staff. ‘IT'wenty-one L-M 
sales districts have been carved from coast 
to coast with 1000 dealers already con- 
tracted. Ford’s younger brother, 27-year- 
old Benson, will probably become presi- 
dent of the division. 

When the vast program is completed, 
Ford will have a productive floor space of 
more than 32 million square feet, with 13 
branch assembly plants and 15 outlying 
manufacturing plants. Total number of 
employes will rise from 129,000 to 140,000. 

Peak productive capacity, now listed at 
5400 daily (actual average is about 4000) 
will be hoisted to 8010 daily. Under per- 
fect conditions, Ford will be able to pro- 
duce 1,602,000 cars annually. 

Perhaps the most radical operating 
changes at Ford have been made in the 
purchasing division by energetic Albert 
J. Browning. One-time group merchan- 
dising manager for Montgomery Ward, 
during the war Browning was a brigadier 
general in charge of army purchases. He 
came to Ford as a vice president last 
May from the Department of Commerce 
where he had been director of the Office 
of Domestic Commerce. 

Ford once had the reputation of horse- 
trading its suppliers into bankruptcy. 
“But,” says Browning, “that’s all past his- 
tory.” Browning has decentralized his 
$600,000,000 purchasing operations to af- 
ford a $10,000,000 increase in “2* home” 
buying in branch assembly plants. Plant 
purchasing agents have been authorized tc 
buy direct in their local communities, thus 
aiding vendors who were formerly squeezed 
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out by centralized Ford buying. 
Heading Ford’s new sales divi- 


a sion is Jack Davis, a_ stubby, 
greying, bespectacled veteran 


who joined the company 26 
years ago. Bennett banished him 
to San Francisco as West Coast Regional 
Manager in 1939, where he remained until 
H2F called him back as vice president in 
June 1944. 

Davis’ job is to establish Ford sales 
supremacy while the seller’s market lasts— 
by his calculations a maximum of three 
more years. He has aixeady imbued the 
6ooo U. S. Ford dealers with an unpre- 
cedented competitive spirit. He is backing 
them with a high-powered advertising cam- 
paign—again in direct contrast to old Ford 
principles (in 1941 Chevrolet spent $13,- 
000,000 on advertising, Ford between six 
and seven millions on all its cars). 


O one has risen faster in the Ford or- 
ganization than big, brown-eyed John 
Bugas, the new director of industrial rela- 
tions. Bugas was a Detroit FBI agent at 
the beginning of the war when J. Edgar 
Hoover assigned him to anti-sabotage work 
at the Rouge. In January 1944 he resigned 
to enter the Ford personnel office. Less 
than 18 months later, at 37, he became the 
company’s youngest vice president. 

Bugas is spending $1,000,000 to improve 
working conditions. He already has done 
much to lay the groundwork for a new 
labor policy based on Ford’s adroitly pub- 
licized philosophy of “human engineering.” 
Last February he negotiated with Local 
600 (UAW-CIO) a contract guaranteeing 
company as well as employe security. 

All research, styling and engineering 
have been coordinated under brilliant 
Harold Youngren, who moved from Borg- 
Warner to Ford last July. Youngren has 
put 35 years into the industry. In his 
eatly days he was chassis and motor de- 
signer for the old Pierce-Arrow Company 
in Buffalo, and later for 11 years, was chief 
engineer for the Olds Motor Division of 
GM, where he created the Oldsmobile 
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hydromatic transmission. Youngren’s Di- 
rector of Styling is Eugene T. Gregorie, 
who created the Lincoln-Zephyr— 
a sensation at the time of its debut 
—and the Continental, now the 
classiest car in the Ford stable. 
One of Edsel Ford’s favorites, 
Gregorie was fired by Harry 
Bennett, rehired by young Henry. 

Plant officials admit the 1947 Ford 
is evolutionary, and not revolutionary. 
Since it requires at least 24 months under 
ideal conditions to put a new design into 
production, the kind of car Youngren and 
his men are thinking about will not emerge 
before 1949 or 1950. 

Generally speaking, the future Ford is ex- 
pected to have more power, be longer, 
lower, wider and better sprung. It prob- 
ably will be air conditioned. 

In appearance, it will trend toward 
“smoother, aerodynamically clean lines,” a 
piece of trade jargon that probably means 
new curves. 

Although the light car division was 
formally abolished last summer, active 
research in this field continues. The avowed 
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Ford objective is a 2500-2700 pound car 
(regular Ford sedan weighs 3200 pounds) 
to sell at 20 percent less. But 
experimentation has proved that 
cheap lighter cars cannot be pro- 
duced simply by adapting parts and 
stripping weight. Parts must be 
eliminated and motors simplified. 

Ford has a smaller car under wraps as 
insurance—to be unveiled only if competi- 
tion forces it. 

But the genuinely feasible light car—one 
which will provide comfort and look like 
something more than a Christmas toy—is 
several years off as far as the Ford Motor 
Company is concerned. 

Ford executives are well aware of the stu- 
pendous task they have undertaken. “We 
were so deep in the woods,” says one, “that 
it’s going to take a long time to fight our 
way out. But we've already licked the big- 
gest bugaboo—ingrown thinking.” 

This seems true, and it means that the 
first round goes to the company. As Ford 
drives on—to win or perish—the days of 
tin-lizzie thinking (and tin-lizzie prices) 
have been left behind. 





iin 
Plugging Holes in Distribution 





With the return of normal competition more businesses may have to follow 
the example of the hardware wholesaler who recently dropped a third of his items 
and half of his outlets—and made three times as much money on lower prices. Not 
every business, of course, can save money by paring customers and lines of stock, but 
a great many companies do squander sales effort 


‘n parts of a market that don’t pay 


off. This is one of the wastes of distribution, and distribution now costs the con- 


summer around 59 cents out of every dollar. 


Merchandising experts, in business and government, say that the U. S. waiation system is 
probably the best in the world, but can be improved in such ways as these: 


Placing factories closer to markets. 


(General Electric will make its attic suction fans in Dallas 


instead of Bridgeport, Conn., because 40 percent of the fans are sold in the Southwest and California.) 
Reducing packaging costs. (The Navy has shown that 300 container sizes can be reduced to 


five and give greater efficiency in loading.) 


Careful retail selling to avoid losses from returns and exchanges. 


(In a recent year, one sixth 


of the goods sold by department stores covered in a survey were returned.) 


Knowing specific market demands. 
shipment of snow shovels—his quota.) 
Cutting down on high-pressure selling. 


than they need or can pay for adds something to the level of prices. 


(A chain store manager in Miami, Fila., 


received a large 


(The effort devoted to persuading people to buy more 


Most sales managers privately 


admit that reducing the steam also would reduce sales costs and customers’ blood pressure.) 
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HE DARED TO PAY 
AN ANNUAL WAGE 








This small Wisconsin contractor beat high costs 
with payroll stabilization and winter building. 





IGH labor costs, old craft techniques, 

and winter shutdowns are kindred 
bogeymen that haunt the building contrac- 
tor. But up in little Neenah-Menasha, 
Wisconsin, a lone builder has found a 
bludgeon, drubbed those bogeymen for 
five years. He says he will do it again 
when he gets materials. 

The bludgeon is the guaranteed annual 
wage. 

The builder is F. C. Durham, president 
of the smallish Durham Lumber Company, 
builders of homes, pre-war employers of 37 
workers—all guaranteed and paid 52 weeks’ 
wages a year from 1938 through 1942. 

Economists always have said building 
would be the last candidate for the an- 
nual wage. Theoretically, it should be im- 
possible for a builder starting off on a mod- 
est scale with limited reserve. Especially 
in an area where below-zero temperatures 
have seriously slowed down operations for 
at least four months a year. 

Durham, a 4o-year-old University of 
Wisconsin graduate who grew up in the 
family’s lumber business, was led to his 
revolutionary wage policy not from a fancy 
theory but from the midst of a worrisome 
practical problem. Twenty-four hinge 
screws started him. 

Twenty-four hinge screws . . . Durham, 
then vice president of the company, 
counted them as a carpenter slowly set, 
then hand-screwed each one down to an- 
chor a door. Then the carpenter moved 
_ to the next door. Twenty-four more hinge 
screws. For the first time Durham con- 
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sciously counted the number of doors on 
the first floor of this job. 

Eleven doors. Durham asked himself 
in what kind of lunatic business he was 
involved. He reviewed for himself how the 
company, organized in 1880 to retail lum- 
ber and building supplies, had been driven 
by mounting competition and the lower 
margins of the early 30’s into home con- 
struction. What future could there be in 
such a creaking, stupid, expensive way of 
building houses? Houses that must cost 
so much that they were bound to scare 
potential buyers. 

Durham first attempted, although with 
misgivings, a head-on, line-buck approach. 
He ordered a full list of automatic electric 
tools: screw drivers, planes, mortisers, saws, 
hoping to get increased labor output at 
lower cost. The hope fizzled out. In the 
next few weeks Durham never saw any 
workmen using the new tools. He finally 
asked a foreman whai was wrong. 

“Nothing wrong,” the foreman said. “It’s 
like this: if we start using this stuff, it'll 
only mean that we work ourselves out of 
a job that much earlier in the fail, and 
there'll be a longer stretch until spring 
work begins again.” 

Irritated and worried, Durham mulled it 
over, as scores of other builders have. No 
use getting sore, he thought. Workmen | 
will resist new labor-saving machinery, as 
they have for centuries, unless the resulting 
fear of unemployment is eliminated. En- 
tirely natural. Eliminate that fear, or junk 
the new machinery. On a cold November 
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moming, 1937, at the start of the usual 
slack season, Durham called in his con- 
struction workers. 

“Look,” he told them, “I’ve been figur- 
ing and I’ve got a proposition. I think it 
will work. I want to put you ali on a 
straight salary basis. So much a year. You 


get the pay, work or no work, good weather © 


or bad. You'll earn less per hour, but sub- 
stantially more per year. And your income 
will be steady. 

“You carpenters,” Durham went on, 
“are getting 80 cents an hour, the going 
rate in this area. Masons draw $1. You 
all work an average of less than eight 
months a year—masons a bit under that. 
That means carpenters collect a little more 
than $1000, masons around $1200, over a 
full year. Here’s my proposition. I'll pay 
carpenters at the rate of 5814 cents an 
hour, masons 66 cents an hour—but you'll 
get paid for 40 hours every week, 52 weeks 
a year. Carpenters will make something 
more than $1200, masons better than 
$1400. It'll mean a 20 percent raise. Same 
kind of deal goes for helpers and every- 
body else. If you like the idea, I want to 
start it December 1.” 

Every man accepted the proposal al- 
though the wage rate cut was steep and the 
scheme involved so percent more work for 
only 20 percent more pay. 

It was tough getting started. December 
was so harsh that some crews were laid off 
for ten days straight. But Durham found, 
somewhat to his own surprise, that winter 
building held fewer terrors than a timid 
industry had imagined. ‘The company 
bought extra tarpaulins—lots of them, 
stocked up on oil-burning salamanders and 
other portable heaters. It timed each phase 
of each job before starting it, did as much 
work as possible in the sheltered shops. 

A foundation pouring is scheduled, for 
example, for Tuesday morning. ‘The re- 
quired mix of high early-strength concrete, 
delivered at a 70-degree temperature, is 
poured into the forms at 8 a.m. as trained 
crews, having previously heated the entire 
excavation with a ring of salamanders, 
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cover the concrete immediately. ‘The job 
takes three to four hours. The salamanders 
are left in place for from 36 to 48 hours, 
until the concrete is set. 

Framing starts T’hursday morning. Ma- 
terials move to the job on a prearranged 
schedule, first requirements first. Carpen- 
ter crews, who already have studied the 
blueprints, are waiting. All joists, studs, 
rafters, sills, plates, have been cut and 
marked in Durham’s shops. Window 
bucks arrive assembled. Interior woodwork 
is measured and sawed. Doors are fitted 
and beveled. Ordinarily the house is 
roofed and enclosed by the following 
Thursday. Heating is then installed, and 
Durham is over the hump. 


ANY a Durham house went up on 

this schedule while temperature re- 
mained at 15 below. Principal costs were 
$2500 for tarpaulins and heaters, and an 
undetermined amount of extra brainwork 
by Durham. This second cost is waved 
aside by Durham, who maintains a busi- 
nessman’s first job is to keep thinking. He 
adds that winter building — although its 
techniques have been known and practiced 
sporadically for two decades—has been de- 
layed by the lazy-mindedness of builders 
and their disinclination to surrender what 
has become a privileged loafing period. 

Whether the annual wage made winter 
building a reality for him, or whether it 
was the other way around, Durham is too 
practical-minded to care. He knows only 
that he set up his wage plan first, and that 
the plan literally broke the ice for winter 
construction. But it was paying off in other 
ways too. Miraculous things were begin- 
ning to happen to Durham’s profits, his 
reputation, the morale and efficiency of his 
men. 

In 1937, the first year of his house build- 
ing operation and when the annual wage 
was in effect only the final month, the con- 
tracting department accounted for 24 per- 
cent of gross revenue. In 1938 the figure 
jumped to 53 percent. In 1939 it was 58 
percent. In 1940 it went to 78 percent. 
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In 1941, to 80 percent. In 1942, when 
Durham was building 40-odd $10,000 
homes, it had soared to 86 percent. And, 
thanks to steady employment, Durham was 
saving a 3 to 4 percent payroll tax annually 
to the state unemployment insurance fund. 

Then residential construction became 
virtually taboo, and Durham went into 
the Army. But in the five-year period, 
Durham Lumber was lifted from obscu- 
rity to eminence. ‘They became one of 
the larger residential builders in 
the area. ‘Their boss thinks they 
earned the best reputation for 
quality, achieved at competitive 
cost or lower because Durham’s 
per hour labor cost was lower. 

Employe efficiency and satisfaction fol- 
lowed the same. up-swinging curve. That 
20 percent increase which the men first re- 
ceived under the annual guarantee became, 
of course, a minimum. It was supple- 
mented by selective merit increases. 
Throughout the five-year period each em- 
ploye made more annually than he had in 
any of the preceding 15 years, including 
some of the boom years of the 20’s. 

Labor turnover became virtually un- 
known. No strikes or stoppages. Union 
organizers, who never had been successful 
with Durham employes despite heavy 
union strength in Neenah-Menasha, now 
were brushed off. Most interesting, and 
typical, that carpenter who used to insist 
on the hand screw driver hounded Durham 
pathetically for a week when an electric 
screw driver was being repaired. Said he 
couldn’t work fast enough without it. 

Released from service last January, Dur- 
ham_ has been ready all this time to pick 
up where he left off back in 1942. A nu- 
cleus of employes is ready, too. But there’s 
not much to pick up. No lumber, no 
bricks, no tile, no pipe, no bathtubs, no 
dozens of other things that make up a 
house. Of course he does have a little of 
many things—enough to start a half-dozen 
homes—but not enough for round-the-cal- 
endar scheduling required by the annual 
wage plan. So he plans to wait until... . 
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Until? Ask the bureaucrats and theo- 
tists, snaps Durham, rising to his favorite ir- 
ritants, when we'll be completely out of 
the mess they created. He thinks it will 
take time for the building industry to re- 
cover from what he regards as excessive 
and stupid regimentation. 

OPA and CPA, to Durham, never did 
hold the line. He says they’ve just held 
the producer, who is the fellow everybody 
is waiting for. The unions, which have 
become annual wage conscious 
and may be ready to give Dur- 
ham a scrap, share a_ similar 
opprobrium in Durham’s mind. 
He accuses them of tying up ap- 
prentices, limiting supply of ma- 
terials and labor, keeping costs up and over- 
all earnings down. He considers all these 
organizations and people, whom he lumps 
roughly together, as non-practical and re- 
sponsible for housing’s current ills. 

These broad judgments are certainly ill- 
tempered and extreme, probably unfair. 
There are too many wrinkles, too many 
pressures, too many tender toes in this 
sprawling problem that Durham, up in 
little Neenah-Menasha, doesn’t see or feel. 
But Durham did fashion a new bludgeon 
and rout a whole family of bogeymen. 


HERE is no record that in the process 

he ever passed any great portion of his 
savings on to his buyers or that he will 
now. Nor is it certain that his workers got 
as much out of it as he could afford to pay. 
There has been no competition to compel 
this. Durham was competing with build- 
ers who offered irregular employment and 
whose costs were high. Hence his bar- 
gaining position with labor may have been 
too strong. 

But the important thing is that his prin- 
ciple is as good today as it was in 1937. If 
enough builders have the energy and the 
imagination to use Durham’s plan, if they 
compete with each other on a year-round 
basis to get workers and sell houses, Amer- 
icans will have cheaper homes and workers 
will have higher incomes. 
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FLANDERS OF VERMONT 


New Senator an able businessman with Labor’s backing 





the Black River, Vermont has sent 
to the U.S. Senate a man of amiable coun- 
tenance and abundant talents, 66-year-old 
industrialist Ralph Edward Flanders. Of 
the many new figures on Capitol Hill few 
are expected to play a more competent 
role than the quiet-spoken engineer-admin- 
istrator who won the rare compliment of 
CIO as well as rock-ribbed GOP support 
for his election campaign. 

An eminently successful, self-made busi- 
nessman (president of the nationally- 
known Jones & Lamson Machine Co. of 
Springfield, Vt.), Flanders has exercised 
the prerogative of all staunch friends by 
frequent caustic criticism of the nation’s 
business and the men who run it. His 
blasts at face-spiting greed, lack of fore- 
sight and courage among his fellow-ex- 
ponents of free enterprise have echoed 
through New England’s valleys like salvos 
on a carrying wind. 

Firm in his faith that the profit motive 
and unfettered competition are the keys 
to America’s economic health, the farsee- 
ing Flanders nevertheless adds: 

“I don’t favor a free economy per se. 
There are limits to the freedom of busi- 
ness just as there are limits to the freedom 
of labor, or the freedom of any group of 
citizens when that freedom begins to tres- 
pass on the rights of others.” 

At the base of Flanders’ philosophy is 
the belief that the public, and businessmen 
in particular, share a dual responsibility. 
He feels that the public must be made 
aware that business must thrive, i.e. make 
profits, for the common good. To him 
the way to improve the lot of the low-in- 
come group lies in the expansion of the 
production of wealth, rather than in the 
distribution of wealth. 
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| OWN from the stern hills flanking 


“ties of private enterprise. 


On the other hand he feels that busi- 
ness must snap out of its stupor, strive for 
an atmosphere in which new, virile en- 
terprises may gain a foothold, and seek 
new record highs in production and em- 
ployment. Although he blames govern- 
ment control for a large part of businéss 
lethargy, he also censures business itself 
for failing to show what he calls “creative 
energy.” 

In a speech shortly before V-J Day, 
Flanders declared: “When business owner- 
ship allows business management to decay, 
it is failing in its responsibilities to its em- 
ployes, its fellow citizens, and the region. 
No laws and no legal penalties can insure 
good management, but it is imperative to 
. . . bring public disapproval on those 
who allow profits to decline and disappear.” 

The tall, pipe-ssmoking Yankee himself 
set an example in enterprise. With other 
businessmen, he recently formed the Amer- 
ican Research and Development Corp. in 
Boston to spur and finance new projects. 
As its initial capital, it has already sold 
$4,500,000 worth of subscriptions, chiefly 
to investment firms, life insurance com- 
panies, and educational institutions. 


ry xO help U. S. business get going again, 

Flanders will have one primary concern 
as a Senator: to pare government functions 
in business to a reasonable minimum. 
Congress, he believes, should critically re- 
examine federal policies on tariffs, taxes, 
monopoly, issuance of securities, expendi- 
tures, public debt, farm prices, social se- 
curity, etc., with the view of insuring that 
such policies free, not hamper, the capaci- 
Further to 
achieve such freedom, he advocates whole- 
sale reduction of corporate taxes, relief 
from government controls. 
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Flanders brings a shrewd, facile intellect 
and an impressive depth of experience to 
his new job. His own success story well il- 
lustrates what his friend President James 
Bryant Conant of Harvard calls America’s 
“social mobility,” what Flanders himself 
less flossily describes as every American’s 
chance to make something of himself if 
he has it in him to do so. 

Born in the village of Barnet, Vt., near 
the Canadian border, he was one of nine 
children. His father was a farmer who 
side-lined in woodworking. When the 
family moved to Rhode Island, Ralph 
graduated from Central Falls High in 1896 
and soon after began work as a machinist’s 
apprentice in Providence. 

Thirty-three years later he was president 
of Jones & Lamson, the intermediate route 
studded with dozens of honors and posi- 
tions. Past president of the American 
Society of Mechanical Engineers and the 
National Machine Tool Builders, Flanders 
is today, in addition to being president-on- 
leave from Jones & Lamson, head of Spring- 
field’s Bryant Chucking Grinder Co. and 
a director of its Lovejoy Tool Co. 

An inventor as well (he devised an auto- 
matic screw-thread-grinder which helped 
speed the rate of war aircraft production), 
he has been awarded the Warner and 
Hoover medals, and, with _his_ brother 
Ernest, the Langstreth Medal. 

Although Flanders ended his formal edu- 
cation early, his alert mind through the 
years has embraced a score of fields of 
knowledge normally left alone by more 
single-tracked industrialists. Dean Donald 
David of the Harvard Graduate School of 
Business Administration credits Flanders 
with the country’s most profound under- 
standing of U.S. business. Edward French, 
president of the Boston & Maine Railroad, 
thinks Flanders knows more about trans- 
portation problems than any non-profes- 
sional with whom he has talked. Flanders 
is a great chess enthusiast and a self- 
taught Chaucer scholar who can and often 
does quote accurate Chaucerian dialect. 

A voracious reader, the new Senator 
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Senator Flanders of Vermont 


from Vermont has a phenomenal memory. 
Once in a conversation with friends he 
illustrated a point by quoting lengthily 
from Goldsmith’s The Deserted Village. 
“Ralph,” commented one listener with a 
string of earned degrees to his credit, 
“you've got the damndest assortment of 
knowledge stored away in that brain of 
yours!” Flanders thought a moment, then 
replied modestly (humility is one of his 
favorite words), “Yes, I have.” 

Dudley Harmon, vice president of the 
New England Council, tells of driving 
Flanders one day through an unfamiliar 
section of Boston. After weaving through 
a maze of twisted streets for 15 minutes, 
the car emerged on an express highway. 
“T'll bet you don’t know how we got here,” 
Harmon challenged. “Yes, I do,” Flanders 
retorted, and rattled off complicated street 
turnings in perfect sequence. 

In 1940 Flanders tried for the Senate 
seat of George D. Aiken, Vermont’s well- 
entrenched Republican senior Senator 
whose maverick liberalism will provide a 
piquant counterpoint to Flanders. Unable 
to rouse masses of people to fervent, cheer- 
ing support, Flanders was defeated. He 
threw his bounding energies elsewhere, 
as chairman of the Committee for Eco- 
nomic Development’s Research Commit- 
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tee and of the Business and Industry Com- 
mittee for Bretton Woods. 

In 1944 Flanders became president of 
the Federal Reserve Bank of Boston. 
Under him it shook off the musty lassitude 
which had compared it unfavorably with 
its sister institutions in other areas, and 
gradually began to fulfill what its president 
considered its prime function—supporting 
and assisting New England commerce and 
industry. Flanders also used his prestige 
to help slash the red tape which bedeviled 
New England farmers seeking federal loans. 


PPALLED by his native region’s eco- 
nomic doldrums, by the fact that man- 
agement there seemed to lack initiative and 
that fully one-third of the area’s wealth re- 
mained in trustee form, Flanders also took 
on the leadership of the promotion-wise 
New England Council. He outraged 
many a Boston Brahmin by openly plump- 
ing for improvements in the city’s an- 
tiquated port facilities. Staid Back Bay 
felt Flanders was somehow making a spec- 
tacle of himself, jeopardizing the dignity 
of all bank presidents by dabbling in such 
matters. But Laurence Whittemore, who 
succeeded him at the Federal Reserve desk, 
disagrees. “It’s a hell of a proposition,” 
he admits, “to follow him on the job.” 
When Flanders decided to try for the 
Senate again last summer, the CIO offered 
its endorsement, solely on the basis of 
his fairness as a manager. The United 
Electrical Machine Workers had invaded 
Jones & Lamson three years ago with a 
reputation as one of the more left-wing 
CIO outfits. While he didn’t greet the 
union with loud huzzas, Flanders used his 
knack for relieving tension and for compro- 
mise. Negotiations for wage increases were 
unmarked by violence or name-calling. 
The endorsement proposal came first 
from the local, later the state CIO. 
Frankly honored, Flanders took it only 
with the cautious understanding that he 
was in no way committing himself in 
labor’s behalf. His acceptance, along with 
Vermont’s feeling that Flanders lends his 
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weight to more enterprises than is abso- 
lutely consistent with sincerity, alienated 
some people. But Flanders shrugged off 
such dissenters with the realization that in 
Vermont one does not have to be a Bol- 
shevist to kindle die-hard suspicions. 

When Warren Austin of Vermont re- 
signed his Senate seat to concentrate on 
his new job as chief U.S. delegate to the 
United Nations, Flanders was named to fill 
out the unexpired term. He took over on 
November 1, and in a few days had the 
Senatorship in his own right. 

It will not be his first experience in 
Washington. A veteran of advisory and 
managerial posts with the NRA, OPA, 
WPB, and the Economic Stabilization 
Board, Flanders first prominently appeared 
on the capital scene in 1933 as a member 
of the Business and Advisory Council of 
the Department of Commerce. There his 
solid but open-minded conservatism offered 
a dynamic contrast to colleagues inclined 
either to rubber-stamp the New Deal or 
stay carefully neutral. ‘The job taught 
Flanders a lot. A mind reared in the in- 
dividualistic Yankee mold of self-help came 
to recognize that government must play a 
somewhat bigger part in business than its 
igth-century role of mere policeman. 

Two of Flanders’ close friends are cabi- 
net members—Averell Harriman and John 
Snyder. New England associates report 
that President Truman himself has ear- 
marked Flanders as a possible aide in facili- 
tating White House-Capitol Hill coopera- 
tion in the critical months ahead. 

Too much of an introvert to be politi- 
cally appealing, the unspectacular Yankee 
may find himself personally overshadowed 
by the more flamboyant, vote-wise figures 
with which the Senate abounds. But to 
offset that he has important assets. At 
66, Ralph Flanders has no urge to make 
political hay, no need to bolster an already 
secure prestige, and plenty of business 
know-how to pass on to less expert col- 
leagues. It appears certain that he will 
wield a sizable influence on the economic 
thinking of the new Congress. 
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HE hand-painted necktie indus- 
try is a curious and lucrative 
boomer. Few American busi- 
9 nesses have blossomed so sud- 
denly and developed so quickly 
into such well-paying maturity. 
_ The ties have become recognized in cer- 
tain occupations as a gaudy symbol of suc- 
cess, a sort of sign to all 
other humans that the 
wearer is a big eae. And 
the men who sell them are 
cleaning up on this accept- 
ance while it lasts. 

Spreading to New York 
and Florida, the painted 
necktie industry has _be- 
come a small big business 
or perhaps a big small business, grossing at 
the retail end nearly a half-million dollars 
annually, although the net profit lurks 
elsewhere. 

There are three general classifications of 
the painted tie. At the top is the super- 
personalized special, made for one man to 
wear. It will probably have cryptic or 
obvious references to his business or him- 
self splashed from top to bottom. (Sher- 
man Billingsley, New York cafe owner, has 
a warm green creation, sprinkled with 
orange storks, as in Stork Club.) 

Next in line are authentic hand-paints, 
depending for their charm on the talents 
of the designer. They are produced in 
signed and limited editions of 50 or 100. 
Category three consists of the hand-painted 
jobs which are as mass-produced as hand- 
work can be. From 500 to 2000 ties will 
be sold from one design. 

There are also the fakes, which just 
aren't hand-painted. 

Retail prices of the legitimate creations 
range from $5 (a new low, reported re- 
cently) up to the all-the-traffic-will-stand 
brackets. They have sold for $200. But 
the average run-of-the-mill jobs hold steady 
at about $25, which makes that quite a 
high-grade mill. 

The technique of hand-painting a tie is 
not simple. The artist draws his design 
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The 
PAINTED 
NECKTIE 

INDUSTRY 


in tailor’s chalk on silk or rayon stretched 
over an easel perhaps five feet long, three 
feet deep. (There are about 150 square 
inches of silk in a good tie.) The design 
is spaced to use every possible inch of silk. 
The painting is done with brushes or swabs, 
using a fast textile dye or oil. The artist 
must make no mistakes; he can’t erase. 
A skilled workman can 
squeeze 10 to 12 ties from 
one easel-full of silk, pro- 
duce 20 ties a day. 

In the lower price ranges, 
artists mass-produce on a 
weekly-wage basis, as in the 
Mickey Mouse business. 
But most of the top design- 
er-artists work with a sales- 
man-entrepreneur with enough capital to 
buy materials and talent in bulk. The 
salesman, who may be Joe Blow, has es- 
tablished a demand for “The Joe Blow 
Exclusive, a Signed Original.” Price $35, 
retail. Jack Blow, the artist, receives $4 
per tie for doing all the work except the 
selling. The tie is signed, to be sure; but 
it’s signed Joe, not Jack. On the whole 
transaction, the entrepreneur nets about 
$20 per tie with the balance to the retailer. 
Artists seldom sell to retailers direct, ap- 
parently because most artists aren’t built 
that way. For the dollar-volume involved, 
it’s a comparatively small business, person- 
nel-wise. One middleman may control a 
stable of artists or a lone dauber may be 
supplying every mad color-splash the mid- 
dleman sells to the retail trade. 

There are many anecdotes concerning 
the crotchets of the hand-painted tie frater- 
nity, but it was a navy reserve officer who 
put the industry to perhaps its most origi- 
nal use. On duty in Washington during 
the war, he was occasionally frustrated by 
the pomp of the regular Navy. Good offh- 
cer that he was, he flouted no regulations. 
But in moments of great stress, it com- 
forted him to know that nestling beneath 
the middle button of his blue blouse, on 
the non-visible end of his regulation black 
silk tie, was a lush, hand-painted nude. 
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Sp ¢ Why is it that business- 
men and labor leaders refuse to 
meet with each other except in 


time of strife? Labor is big 
business. Why don’t we take 
them into our Rotary and Ki- 
wanis clubs? Are we afraid of 
labor leaders? If so, then we 
might as well quit business. One 
of the fundamental reasons for 
so much industrial strife is that 
we have never learned the art 
of living with each other. The 
persons we do not like are those 
we do not know. 

D. M. Shonting 
The Wartburg Press 
Columbus, Ohio 


? 

Sts: This one suggestion will 
solve the employer-employe la- 
bor problems. Would like to 
see employes share in profits 
of business. This is the real 
answer to union domination, I 
believe. 

G. R. Lovejoy 


Western Exterminator Co. 


Los Angeles 4, Calif. 


< 
Ste: One of the phrases you 
use in describing what you hope 
to put into the new magazine 
is “employe relations of all 
sorts.” If you can encourage 
individual industries and _busi- 
nesses to do the educational job 
that is needed in relation to the 
labor problem and do it as well 
as the radical labor leaders do 
it, you will have done a great 
service to both labor and in- 
dustry. We in our company are 
thoroughly in favor of the 
United States Chamber of Com- 
merce, the National Association 
of Manufacturers, our local As- 
sociation of Manufacturers, and 
the newer Committee for Eco- 
nomic Development and their 
educational orts. However, 
we feel that their messages, no 
matter how they may be dis- 
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tributed, are so plainly marked 
as to their source that they re- 
ceive only prejudiced reading or 
hearing from the very ones for 
whom they are intended and 
merely confirm the general ideas 
and os of businessmen 
generally so that, by and large, 
the latter are their only “believ- 
ing” audience. Surely there is 
some way in which the workers 
can be told where their real hon- 
est-to-goodness interests lie so 
they will believe it. Maybe you 
can find the way. 

J. B. Howard 
Curtis 1000 Inc. 
Hartford, Conn. 


SG ®. We have heard that the 
wage earner needs some one to 
protect him from the oppres- 
siveness of employers. The im- 
pression is that a great percent- 
age of employers are oppressive. 
However, if I ask my friends 
here in Dayton if they know of 
such employers, they say, no. 
Apparently this kind of employer 
is located over the horizon. I 
expect, however, that if we went 
to that point we would find that 
the people there believe the 
harsh employers are in Dayton, 
for they are not in their com- 
munity. The country needs some 
enlightenment on whether this 
is localized in a few spots or 
whether it actually is a general 
condition as we are led to be- 
lieve. 

Albert G. Lauzon 
Buckeye Tools Corp. 
Dayton, Ohio 


S& 8! The most important do- 
mestic task facing this country 
is the achievement of Full Em- 
ployment over the decades, not 
just over the next few years. It 
is up to business men to fight 
“socialism:”” or any other theories 
they fear by “building a better 
mousetra\y’” of their own. It 
must become their concern to 
help maintain high wages and 
low prices and low profit-margins 
per unit in order that the Amer- 
ican people can buy the products 
of industry on a scale big enough 
to achieve that wonder post-war 
world which so many corpora- 


tions so glibly promised in war- 
time ads. 

Business men will find the ef- 
ficiency of their concerns rising 
rapidly if they put into genuine 
practice the old platitude about 
management and labor being a 
team, rather than the two sides 
of a continual economic war. 

Robert B. Wilcox 
832 Cherry St. 
Winnetka, Ill. 


/ 

SM: Through the up-and- 
down business cycles of the past 
two decades, I have observed 
that each cycle as it starts on 
the upswing always puts an in- 
creasing emphasis on the impor- 
tance of industrial relations. 
And concerns which have laid 
the foundation by consistent at- 
tention to the problem prior to 
the upswing always seem to 
make the best progress when the 
heat is on. Unfortunately in the 
past efforts have been spasmodic 
and attention has been given to 
the problem only when a crisis 
develops. Industrial relations is 
not a fire extinguisher to pull 
out only in case of fire. Good 
industrial relations is at work be- 
fore trouble starts. Manage- 
ment today is faced with giving 
up once and for all any right to 
make arbitrary decisions that af- 
fect so vitally the welfare of hu- 
man beings in industry. It must 
develop the worker’s confidence 
and cooperation by giving him a 
voice in any matter—even the 
most trivial—that affects his em- 
ployment. 

Earl B. Morgan 
James Lees & Sons Company 
Bridgeport, Pa. 


<1 
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oo {)** As a real estate broker I 


have an excellent opportunity to 
observe the hopes, desires, tastes 
and requirements of hundreds of 
families, mostly of the “white 
collar” and professional classes. 
There are no houses for sale 
now in the price bracket of most 
of them—$7,500 to $15,000. 
When new materials become 
available, possibly in a year or 
two, the cost of new construc- 
tion will be so high that many 
of this type of family will find 
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it impossible to build. In this 
area, a house costing $10,000 
to build in 1939, would now 
cost $17,000 (if it were possible 
to do it). Will these extremely 
high costs and difficulties finally 
result in a new method of house 
construction? Or will salaries be 
raised to such a high level that 
home owners can afford to spend 
$17,000 for a house which cost 
$10,000 six years ago? 

Eugene V. Welsh 


Morristown, N. J. 


@ 02: Everything that I know 
of has had an increase in price 
except rents.**** I cannot help 
but feel that all fair-minded peo- 
ple realize that property owners 
are not receiving proper incomes 
from their apartments at the 
present time and would be agree- 
able to paying at least 15 to 20 
per cent increase in rent. 

L. C. Sherrill 
The United Coal Companies 
St. Louis, Mo. 


@ &22 It seems to me that the 
very biggest job we in business 
have is to educate the mass of 
the people as to some of the fun- 
damental facts of business and 
our whole commercial life. Too 
many of us are inclined to join 
some great big movement. It 
is a lot easier to do that than 
to do constructive work in our 
own back yard. Yet if the peo- 
ple who believe in private enter- 
prise and sound public and la- 
bor relations of all kinds, were 
to confine their efforts to inten- 
sive work among their own as- 
sociates—shop, office and neigh- 
bors—the cumulative effect 
would be highly gratifying. 

D. K. Swartwout, Jr., 

President 

The Swartwout Company 
Cleveland, Ohio 


@ © 2% One of the most alarm- 
ing symptoms of our time is the 
increase in crimes of dishonesty, 
such as business defalcations. 
More precautions would be taken 
by businessmen and bankers if 
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they realized the extent of this 
trend. Their information now 
is chiefly local. A department 
presenting statistics to date, 
which could be readily obtained 
from the casualty companies, 
would be highly informative. 
Earle Goodrich Lee 
Certified Public Accountant 
St. Paul, Minn. 


Se: By 1950 the rest of the 
world will either be back in pro- 
duction or it will be a starving, 
snarling, fighting mess. In either 
case it will afford no markets for 
our factory and farm surpluses. 
Under good old Free Enterprise 
we can neither prevent these 
surpluses nor dispose of them, 
nor benefit by them. So we will 
go bust again, same as 1929-33, 
and I doubt if our economy can 
digest another such dose. Of 
course, it is quite possible that 
we may be “saved” from this 
catastrophe by another war. 
Charles P. Smith 
Consulting Civil Engineer 
Orange, Texas 





We just want to re- 
mind you that we con- 
sider every reader of 
KIPLINGER MAGAZINE 
as a “volunteer associ- 
ate editor.” We know 
our readers represent 
a well-informed and 


thoughtful segment of 
the business public. 
Your ideas, experi- 


ences and suggestions 
can be helpful to 
others. 

Write us often. 











21 am enclosing order for 
‘Kipiincer Macazine for one 
year. I warn you this magazine 
better be good, because I am 
terribly pressed for reading time, 
and if I take on this magazine 
I have got to cut something off. 
My magazine list has already 
been cut to a minimum, so I 
Say again, if you want to retain 


me as a subscriber, it better be 
good. 
W. A. Zimmerman, 
Vice President 
Van Patten Pharmaceutical Co. 
Chicago, Illinois 


& 

Sh: I believe that the majority 
of your readers will be intensely 
interested in getting fresh ideas 
on a practical manner of devel 
ing civic improvements to e 
our individual communities bet- 
ter and more beautiful places ‘n 
which to live, with better edu- 
cational and crime prevention 
programs for the youth of Amer- 
ica. To this end I would like 
to see interesting articles on 
successful achievements by alert 
communities. 

Howard N. Kelly, 

Pres..Gen. Mar. 

Grove City Brass and Bronze Co. 
Grove City, Pa. 


SF; 
ge: 1 was told once by a 
writer that the average novel 
could be cut 10 pct. on its size 
and put across the same thought. 
I am sure this is true not only 
of novels but of business maga- 
zines. We busy men must keep 
up with current events. The 
only way I know of doing this 
is to get something short and 
sweet. 

Edward L. Solomon 
Max Solomon Company 
Pittsburgh, Pa. 


/ 
Sve: One of the chief objec- 
tives of your magazine should 
be to point the way to a more 
enlightened management which 
recognizes that sales are the by- 
product of good service, and that 
profits are the by-products of 
good management. 
J. D. Runkle, 

General Manager 
Crowley, Milner & Co. 
Detroit, Mich. 


ty’ y 


2; There is not one sound 
reason for another magazine of 
any description and it is safe 
to say yours will be a failure. 

J. A. Wark, M.D. 


Barre, Vermont 
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ON’T build big inventories, we are 

warned, because you might lose your 
shirt. ‘This sounds very probable for big 
business, and for the average manufac- 
turer it might mean losing the pants as 
well. 

There is no question that present un- 
balanced supplies of material and compo- 
nent parts have a great deal to do with se- 
rious shortages of various consumer items. 
It is dificult to get these inventories in 
proper balance when sources are quoting 
deliveries of six months to a_ year. 

Sound buying is based 
upon planned production, 


INVENTORIES 


chandise, and they turn to management for 
increased production. Management think- 
ing vacillates between the opportunity for 
increased profit through more sales and 
justified apprehension over abnorma! in- 
ventory figures, together with the corol- 
lary danger of price declines. 

In order to keep faith with our trade, 
our objective is to operate at full capacity. 
To turn tail now and limit our buying 
would be cowardly and perhaps disastrous. 
In normal times we could arrange for a 
steady flow of major items into our plant, 
timed closely with pro- 
duction schedules. Oc- 
casional shortages could be 





and production is based 
upon projected sales. Most 
of us thought when we 
converted to peacetime 
operation that we could 
soon obtain peak produc- 
tion. All were eager to 
get their full share of the 
business available and buy- 
ing commitments were 
placed accordingly. We 
failed to foresee the effects 
of restrictions, regulations 


This 


thoughtful _ar- 
ticle was written by I. F. 
Woodrow, vice president 
of the Automatic Wash- 
er Company of Newton, 
Iowa, makers of laundry 
It is a vol- 
untary contribution and 
we hope to get more arti- 
cles like it on any subject 
from businessmen ex- 
pressing their own ideas. 


equipment. 


picked up promptly from 
jobbers, and stoppages 
prevented. 

After the rough voyage 
most manufacturers have 
experienced since _ early 
1942, the skies now seem 
to be clearing somewhat. 
If, as appears probable, 
unsound theories are to be 
thrown out the window, 
and nonsense replaced by 
good, common horse 





and labor difficulties 
which combined to throw inventories so 
far out of balance. 

In our individual case, we have total 
assets of approximately one million dollars. 
About 40 percent is represented by inven- 
tory. Fixed assets total about 30 per- 
cent and a little better than 10 percent is 
in accounts receivable. 

The question then is simple: is there 
enough wind left in the remaining 20 per- 
cent sail to keep the ship moving? 
Our inventory is just about double the 
pre-war normal and we are restrained from 
increasing production because of shortages. 
This condition should be corrected, but 
how and when? Maybe it was yesterday, 
and maybe it will be a year from Aunt 
Fannie’s birthday. ‘The small manufac- 
turer is in a tight spot. 

Sales departments are under constant 
pressure of their customers for more mer- 
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sense, then we can go out and fight for 
sales and be able to produce in correspond- 
ing volume. Competition instead of crack- 
pot theories will protect the public interest. 
An appraisal of values given the public by 
industry over a period of years should con- 
vince the most skeptical that American in- 
dustry can be trusted. In our own line, 
we are producing a better product at about 
45 percent lower retail price than we did 
before and immediately following World 
War I. It was competition that forced bet- 
ter product design and improvement in 
manufacturing facilities. ‘Thus, costs were 
reduced and the public got the benefit 
without the aid of controls. 

Yes, the time must come when inven- 
tories will have to be trimmed to save our 
shirts and our pants, and it is very difficult 
to determine when. The smart buyer will 
trim his sails before his sales are trimmed. 
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EXPORT BOOM 


Will Clayton says Free Trade can keep it going 





MERICAN foreign trade is now riding 
the biggest boom in history— a 20-bil- 
lion-dollar potential market for everything 
that can be air borne or sea borne abroad. 
It may last three years or 
more. Then, in the opinion 
of many government ofh- 
cials, professional econo- 
mists, exporters who have 
seen it ali happen before, it 
will come to an end. Prob- 
ably with a bump. And the 
army of little fellows in ex- 
port will be washed away in 
a flood of cancellations, 
non-renewals, foreign  tre- 
strictions. The story of the 
20’s—an _ eight-billion-dollar 
export trade in 1920 which 
slithered down to a stingy 
three-billion-dollar average 
for the rest of the decade— 
will happen all over again. 
So say the experts. 

Except Will Clayton. ‘The soft-spoken, 
grayhaired ‘Texan who was the world’s big- 
gest exporter of cotton and is now Under 
Secretary of State for Economic Affairs, 
doesn’t see it and won’t have it that way. 
Even when the present wave of state buy- 
ing has subsided, Clayton foresees a 10- 
billion-dollar yearly business for U. S. ex- 
porters, with new markets, bigger profits 
for the man who goes into foreign trade 
with his eyes open and his sleeves rolled 
up. 
Clayton has a program under way which 
he thinks will eventually clear the field of 
the boobytraps planted in the last 25 years 
of economic warfare among nations. 

A tall order? Clayton is not a rash man. 
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He is a knowing and extremely hard-headed 
merchandiser who coolly dealt himself into 
the blue-chip game of cotton-selling with 
$gooo and walked out of it with over 40 
million dollars. When he 
resigned as senior partner of 
Anderson, Clayton & Co., 
he brought to his present 
job everything he learned in 
44 years of buying and sell- 
ing overseas against the 
most ruthless kind of com- 
petition. 

Clayton has set himself 
to clear the two big road- 
blocks on the way to a per- 
manently big and profitable 
business for U. S. exporters: 
foreign restrictions that 








South view of the State Department 


strangle our foreign mar- 
kets, and U. S. tariffs which 
shut foreign firms out of 
our home market. 

Suppose you had the necessary minimum 
of capital, a sound line of merchandise and 
(let’s stack the cards in your favor) smart 
advice or experience to guide you. How 
would ycu fare in foreign markets—not to- 
day, but under the conditions that have 
governed trading and will govern it again 
if Clayton’s program doesn’t work? . 

The chances are you would still find 
yourself up against foreign state trading 
corporations located in New York or Wash- 
ington. They prefer to deal with the big 
fellow, whom they know, rather than with 
small or middling exporters whose brands 
and business standing are unknown to 
them. 

If you succeed in getting behind these 
state corporations, you are likely to find 
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yourself dealing with foreign importers 
whose standing is unknown to you. In 
Europe and Asia particularly, many pre- 
war traders have disappeared, and new men 
are in their place. If you deal with them, 
you have to comply with tariffs which, even 
if not prohibitive, vary from one country 
to another. They are often fixed by po- 
litical rather than commercial considera- 
tions. They are subject to change. 


USTOMS formalities are varied and 
complicated. Regulations governing 
marks of origin and sanitary standards dif- 
fer. Cartels, quotas and bilateral agree- 
ments may close you out of a market alto- 
gether, if government price-fixing doesn’t 
wipe out your profit-margin. That combi- 
nation ©: an infinite number of harassing 
regulations is what you would have to beat. 
In pre-war years it scared hundreds of ex- 
porters out of the markets. 

Clayton proposes to work on these prob- 
lems according to the Theodore Roosevelt 
formula, one peculiarly suited to his un- 
hurried but inflexible temperament— 
“speak softly, but carry a big stick.” Clay- 
ton’s soft speaking was embodied in De- 
cember 1945 in our government’s Pro- 
posals for Expansion of World Trade and 
Employment. Last September these pro- 
posals were put forward as a tentative 
charter of the International Trade Organi- 
zation (ITO). Congress gave him his big 
stick last year when it renewed the recip- 


rocal Trade Agreements Act, which au- 


thorizes reductions up to 50 percent of 
existing tariffs. 
Clayton is deeply committed to making 





a success of the ITO. He believes that thee 








economic power of the U. S., together with 
its possibilities as an import market, pro- 
vide an ideal opportunity to relax and 
unify world trade regulations. Sponsored 
by the UN Economic and Social Council, 
a committee will meet in London in March 
or April, to consider U. S. and other pro- 
posals to relax trade restrictions. ‘These 
will be incorporated in the ITO Charter. 
By Clayton’s timetable, the ITO should 
have its first meeting sometime in the fall 
of 1947, ratify the charter and set up the 
machinery to make it function. 

The U. S. “Proposals” have already met 
a measure of acceptance. Great Britain 
goes along with them in general and France 
and other countries have given qualified 
approval. Their dollars-and-cents value to 
the foreign trader can be seen at a glance. 
They include: 

& Equality of treatment for imports as 
compared with domestic products. 

& Simplification and reduction of. tariffs, 
customs formalities, mark-of-origin require- 
ments. 

& Reduction and publicizing of subsidies. 
b> Exchange control and commodity agree- 
ments. 

& Equality of treatment from states en- 
gaged in state-trading. 

& Restriction of cartels, price-fixing agree- 
ments, etc. 

Taken one by one, these and similar pro- 
posals appear reasonable enough; in the 
aggregate, they might look like an ideal- 
ist’s dream_of perfect world trade. But if 
they segi*'UTemian, it might be well to re- 
call aff? incider§which throws light on 
Claygign’s ability @ get what he wants. 
came in his BBsiness struggle with the 
























New York Cotton Exchange, one of whose 
regulations stipulated New York as the port 
of delivery for all cotton-futures contracts. 
Clayton spent a good part of the twenties 
vainly urging the Exchange to abandon 
this uneconomical rule. Finally, he of- 
fered a suave warning to his fellow-traders: 
“T believe the rules are bad, and that they 
ought to be changed. Meanwhile, we are 
going to play the game according to the 
rules.” 

After he voiced this warning, a cotton-fu- 
tures manipulation periodically convulsed 
the Exchange. Clayton has never admitted 
that it was a “squeeze.” But some of his 
competitors declared Clayton had cornered 
cotton for the first time in history. Re- 
sult: the port of delivery stipulation was 
abolished. 

In foreign trade, the United States is 
not in a position to blame it on the rule- 
book, as Clayton did in his cotton-futures 
performance. If restrictive practices of 
other countries have strangled trade, the 
same is true of our past tariff policies, 
which inspired retaliations. But in the re- 
newed ‘Trade Agreement Act, Clayton has 
a proof of good intentions, and a power- 
ful weapon for promoting the ITO pro- 
posals. 

The contemplated ITO Charter in it- 
self provides machinery for policing the 
commercial practices of member-nations. 
But this machinery will depend largely on 
the uncertain good faith of ministries. 
Clayton has something harder to rely on: 
virtually every trading country in the world 
wants an agreement with the United 
States. Clayton will be able to offer them 
some red meat, in the shape of freer access 





















to American markets. And he is willing 
to do this—on conditions that give Keokuk 
and Wilmington equal access to foreign 
markets. 


Y temperament, the quiet and deliber- 
B ate Clayton is the last man to flutter 
the diplomatic dovecotes by brandishing his 
big stick in an arrogant manner. But he 
has usually had one, unobtrusively visible, 
during his business and political careers. 
He used it when he had to in the cotton 
business, and he used it during the nege 
tiations on the British loan. These negg 
tiations were an excellent preview of Cle 
ton’s technique. Before the loan was c@@- 
cluded, Clayton had wrung agreement 
the late Lord Keynes and his aides tog#m- 
body in the agreement many of thg@pro- 
visions for relaxing trade restrictiomy pre- 
viously outlined in the “Proposals; 
In this kind of negotiation Clag§on has 
a great advantage: an abnormalg@ppetite 
for detailed information, develoggd during 
the years when he shipped cottgif from the 
world’s cotton fields to the d’s mills, 
meanwhile buying and sellig¥ simultane- 
ously on a dozen cotton ex™manges. He 
also has a capacity, even leg§?’common, for 
relating this detailed infogfhation to the 
broad pattern of the wor}is economy. 
Clayton was sharply at@™fcked by the lib- 
erals when his appointggent to the State 
Department came up fi December, 1944. 
There was not much@m his business past 
that smelled of Newfealism, and a chief 
factor in his governygent career up to that 
time had been his@ssociation with Jesse 
Jones. 


Mrs. Rooseveltfwas so disturbed by the 













































nomination of Clayton and others as As- 
sistant Secretaries of State that she spoke 
to her husband about it, and got an assur- 
ance that he would keep a gray eye warily 
cocked on Clayton, and fire him if he mis- 
behaved. 

But Clayton has always been a parti- 
san of the economic policies of Cordell 
Hull; and there are few areas in which 
continuity between the Roosevelt and Tru- 
man administrations has been so well main- 
tained. The chief difference is that Clay- 
ton has built up what is now called the 
best economic staff the State Department 
has ever had. The staff is now doing spade- 
work on trade agreements with 14 nations. 

If these negotiations to relax foreign 
trade restrictions succeed, Clayton will 
simultaneously have reduced the tariff bar- 
riers that keep foreign traders out of the 
U. S. domestic market. In the long run, 
you just can’t have a healthy economy 
without an approximate balance of goods 
going out and goods coming in. And this 
balance is particularly important for the 
average exporter. Anderson, Clayton & 
Co. can jump over foreign barriers and 
build plants overseas to get their share of 
world trade. It’s not that easy for the 
manufacturer of cigaret lighters in Pat- 
erson, N. J., or the fruit exporter on the 
West Coast. And unless the foreign mer- 
chant can find a market in this country, his 
government will not indefinitely let Ameri- 
cans sell in his market—ITO or no ITO. 

Right here you find many economists 
disagreeing most sharply with Clayton and 
his school of thought. They just don’t see 
an expanding domestic market for im- 
ported goods. And because of this, they 
don’t see the possibility of an average 10- 
billion-dollar export trade. 


LAYTON has answers to this objec- 
tion. For one thing, he points out 
that this country now possesses so much of 
the world’s productive capacity that the 
pressure toward foreign outlets is a natural 
result of our economic dynamism—a sort of 
spillover from a flooded reservoir. And at 
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the same time he feels that this country is 
developing dependence on imports which 
most of us do not yet appreciate. 

The government has been acting since 
1934 on the assumption that importers 
must be given freer access to the American 
buyer. Clayton is acting on the additional 
assumption that our post-war market can 
absorb the foreign goods to the positive 
benefit of domestic production. ‘That has 
happened in the past and with it has come 
an increase in employment of domestic 
labor. 


HE success of the current British drive 

(and the developing French one) for 
American markets will eventually show 
to what extent Clayton is right. ‘These 
campaigns are carefully organized, on a 
scale never attempted in the past. ‘hey 
aim to reach the hitherto neglected markets 
for luxury goods of the Central states, the 
Southwest and the Pacific Coast. 

A final argument used by Clayton’s op- 
ponents is that the small American ex- 
porter will have a rocky time competing 
with the low-cost production of European 
and Asiatic manufacturers, who do not pay 
American wages. 

This is probably the argument which im- 
presses Clayton the least. His disbelief 
springs from his own experience in cotton. 
When he entered the business American 
control of it stopped when the cotton was 
picked. Processing and merchandising 
were dominated by Europeans. When he 
came to Washington six years ago, he and 
other Americans had taken over the do- 
mestic cotton business and were dominant 
in the cotton trade of four continents. 

Clayton once told a Senate Committee: 
“I believe that with government help he 
(the cotton farmer) should be put in a 
position where he can operate without gov- 
ernment help.” His attitude toward the 
exporter seems identical. If the barriers 
are lowered, Clayton believes the U. S. 
merchant can sell a long-run average of 
10 billion dollars’ worth of goods annually 
in the world’s markets. 
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THE COMING UNIONIZATION 
OF SMALL BUSINESSES 


ABOR unions have nearly 
completed the organization 
of big industry. Now they are 
moving toward little business. 
This is inevitable, even though 
existing labor legislation will be 
amended, and leads to the im- 
portant question: What to do 
about it? 

The small employer can best 
prepare for the development by being 
rational and calm, by appraising it with 
the same cool, practical good sense that he 
applies to his other business problems: 
taxes, inventories, distribution, mainte- 
nance. He can’t single out his labor re- 
lations problems for emotional treatment, 
and solve them by wishful thinking or by 
angry obstinacy. 

An objective, businesslike analysis will 
demonstrate that an employer serves his 
own interest best if he truly accepts the 
right of his workers to join a union they 
choose. This is so even if organization 
brings maddening trouble. If the employer 
sets his course on the basis of a single- 
minded hatred of unions, he is asking for 
grief, and probably will get it. 

The relentlessness of the organization 
trend toward small business is vouched for 
by labor ralations experts generally. Private 
conversations with top Washington labor 
leaders confirm it. Labor union publica- 
tions are carrying news of more and more 
victories in National Labor Relations 
Board elections in small business. 

High on the list of candidates for or- 
ganization are hotels, restaurants, depart- 
ment stores, banks, insurance companies, 
brokerage houses, laundries, dairies, office 
buildings, barber and beauty shops, almost 
any other establishment employing more 
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than a couple of dozen clerks— 
particularly office workers in 
plants with organized produc- 
tion workers. 

Other assorted businesses 
which unions regard as good 
prospects are small machine 
shops, plating and _ polishing, 
soft drinks, glass, chemicals, 
paints, plastics, food and candy 
processing, lumber, furniture, textiles, 
quarrying, and hosiery. 

Of course, unions already have organized 
many a business in these areas of enter- 
prise. And the areas themselves are not 
entirely the province of small business, in- 
cluding as they do such giants as du Pont 
and Weyerhaeuser Timber. But the small 
companies (chiefly unorganized) account 
for a large percentage of output in each of 
these industries. 

Labor’s renewed interest here stems from 
two root causes: first, the ever-present fear 
of competition to the union standard from 
small non-union shops; second, the neces- 
sity of keeping organization rolling. The 
number of unionizable big businesses “is 
been gradually fading to a vanishing point 
since the successful 1935-39 sweep-up of 
the large mass-production industries. Somie 
14 million workers are now under collective 
agreements, particularly in these big-unit 
basic industries. This is approximately 48 
percent of the workers in occupations 
which unions attempt to organize. 

But only about half that percentage of 
employers are organized. It is this side of 
the coin which many businessmen fail 
to see. 

The unions do see it. They realize that 
the tens of thousands of unorganized small 
employers mean, in the aggregate, millions 
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more organizable workers. The unions 
want to sign up these employers and 
are in a strong. strategic position to do 
it. The right to organize and bargain 
collectively is enshrined in law. More- 
over, unions come to an employer to- 
day with status. This is not recognized 
by all businessmen, but workers no longer 
lose face by belonging to a union. Person- 
nel administrators analyzing job preferences 
report that unionized crafts and industries 
are viewed as desirable and respectable. 
If formidable union organization efforts 
may be expected, how can the small busi- 
nessman best prepare himself? Obviously 
he should know what kind of contract the 
union is likely to want, and should have 
his own house in order under the best pos- 
sible personnel practice (equitable wage 
rates, sound promotion policies, well-organ- 
ized grievance procedures). But first he 
should check his own attitude, be sure he 
is thinking reasonably. 

In the long run the employer's attitude 
can be the crucial factor in determining 
the course of organization, the nature of 
the union he has to deal with, and the 
operation of the contract. The history of 
labor relations bears this out. 

Many employers still wonder why unions 
are steadily piling up gains. Actually, the 
generating power behind organization 
drives is nothing mysterious. It is the em- 
ploye’s fear of insecurity in a mercurial 
economic system, plus his desire to have 
his own say on his wages and conditions of 


businessman who believes this fear 
en allayed or this desire dulled is 
to be wrong. He is most likely to be 
g if he bases his belief on an assump- 
beginning, “Of course I know how 
Y people feel about unions.” Of course, 
e doesn’t. In view of the usual relation- 
fship, it is almost impossible for the boss 
W to learn what his employes really think. 

An employer shouldn’t bank on the fact 
tht the new Republican Congress is going 
to amend existing labor legislation. ‘The 
Wagner Act probably will be altered in 
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minor ways to strengthen the position of 
the employer. Other measures may be 
enacted, too (if the President doesn’t 
successfully veto them), in an attempt to 
make unions more responsible. But none 
of the proposed changes attacks the union 
principle or sweeps away the right of 
workers to organize and bargain collec- 
tively. Whatever happens, the employer 
still will be open to organization. 


AN employer, to be sure, can fight 
4% union organization. He can hire a 
lawyer to conduct a rearguard action, to 
litter the path of a pursuing union with 
costly maneuvers-at-law. He might re- 
member, however, that some of America’s 
most redoubtable lawyers once predicted 
that the Wagner Act would be declared 
unconstitutional and advised industry (as 
some continue to advise) to fight union 
organization hard. ‘The lawyers got very 
big fees, but what their employer-clients 
got in most cases were very big unions. 

The unorganized employer actually is 
usually badly advised to resist unionization 
of his premises. ‘The anti-union employer 
should remember that he is a perfect straw 
man to the union organizer, who is trying 
to prove that the boss is a reactionary. 
And the more anti-union the employer 
becomes, the tougher will be the union or- 
ganizer sent out to deal with him. 

What’s more, such an employer keeps 
out of the union his most cautious and 
conservative employes—the very ones he 
wants in any union. If they do get in 
later they are labeled as the boss’ stooges. 

Operators who have been hostile and 
obdurate continue to reap the whirlwind. 
The maritime unions and the auto workers 
still play rough, preferring to cuff an em- 
ployer rather than get along with him. 

On the other hand, most of the printing 
industry and the needle trades showed 
good sense earlier. ‘The result is that al- 
though bargaining is vigorous and pressed 
to the limit, neither party itches to put 
on brass knuckles. 

Of course, sweetness and light from the 


KIPLINGER MAGAZINE 








employer ,don’t always bring a smooth 
unionization. ‘The current robustness of 
most unions makes them overbearing and 
their immaturity encourages extremism. 
These qualities are sharpened by the bitter 
competitive struggle between the CIO and 
AFL. Both have what they consider a sur- 
vival stake in the outcome. Both are 
subject to influence by political as well as 
conomic objectives. 

A big international occasionally may 
pounce on a small business primarily to 
forestall organization by a competing 
union. It may doggedly demand a con- 
tract providing excessive benefits to save 
face lost in a recent defeat. 

A businessman may find himself en- 
meshed in a stoppage involving not wages 
or hours but Soviet foreign policy. 

The employer who runs into such a 
nightmare of abuses and excesses is usually 
trapped. His troubles are not the result 
primarily of “one-sided labor laws” or the 
mere existence of unions. He is a victim 
of the lack of an orderly tradition in labor 
relations, the habitual personal irrespon- 
sibility of some big shots on both sides, 
and a churning social power struggle. 


Most employers don’t become involved 
in such trouble. They can help ward it 
off by strengthening industrial relations 
with their own employes. A violent re- 
action against unionization won't help and 
may just tighten the trap. 

The unionization of small business is 
not likely to be accomplished quickly or in 
one vast surging drive, as was the union- 
ization of big business in the later 30's. 
Organization of 10,000 employes in 100 
shops takes longer, costs the union more 
money, requires more organizers than a 
drive for 10,000 men in one shop. 

These deterrents will hold down momen- 
tum, but they will not stop the trend. 
Neither will lamentations from speakers at 
business luncheons. 

This has nothing to do with the question 
of whether unions are good or bad for the 
small businessman. The fact is that they 
are coming, and that although some em- 
ployers may run into undeserved trouble, 
most will have a manageable problem—if 
they use their heads. Respect for their 
workers’ right to make their own decisions 
is a necessary first step. The record says so. 


What Is Small Business? 


By small business we think of the broad backbone of enterprises, scattered throughout the 
country, which rely largely on the initiative and resourcefulness of individual proprietors. 
—Presidential Advisers Bernard Baruch and John Hancock 


A wholesaler with 250 or fewer employes, $200,000 or less in sales; a retailer with 
$50,000 or less in sales; a manufacturer with 100 or fewer employes. The owner or manager 
himself does a wide varicty of management and technical jobs. 

—Department of Commerce Small Business Division 


How much money does he want to borrow? 
The average frm in this category has 31 employes. 


or less. 


Usually the small business gets $100,000 


—Reconstruction Finance Corporation 


One which employs 250 or fewer and grosses $250,000 sales or less. 


—Civilian Production Administration 


Any small firm whose ownership and management is in pretty much the same hands, 
where the management is on terms of personal acquaintance with the majority of employes, 
and where the firm is not the largest in its particular group. 

—House of Representatives Small Business Committee 


One which can’t afford a Washington office. 
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—Ex-Trust Buster Thurman Arnold 
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BUT WHAT KIND OF TAX CUT? 








Reduction in personal income brackets is not enough. 
There’s a basic job to be done. Here are some ideas. 


HE 80th Congress meets determined 
to cut. taxes. 

Nothing pleases the average Congress- 
man more than a chance to do this. After 
waiting 16 years, he thinks he now secs 
the opportunity to apply a sharp blade. 
We are in sight of a balanced budget. At 
the same time, prospects of somewhat 
poorer business by mid-1947 are raising 
doubts as to the wisdom of maintaining 
high rates. Thus no status quo proposal 
is likely to get far in Washington. Con- 
gress will cut taxes. 

True, most economists, many thoughtful 
businessmen, even some Congressmen, 
doubt that now is really the time to do it. 
With prices still high and the national 
debt at around 259 billion dollars, they 
argue that good housekeeping behooves 
us to reduce not taxes but expenditures, 
and to pay off some of the debt. 

But this reasoning may carry little weight 
in the Senate, even less in the House. So 
the question arises as to how the inevitable 
cut can be made to the best advantage of 
the U.S. economy. Men who have been 
thinking hardest about this hope that Con- 
gress will look beyond the immediate prob- 
lem of revenue to the basic job of revamp- 
ing our tax structure, twisted out of joint 
by the exigencies of war financing. 

One organization which has _ given 
thought both to current revenue needs and 
to tax-structure reform is the Committee for 
Economic Development. This group was 
formed in 1942 by progressive businessmen 
—outstanding leaders in their lines—who 
believe that the goal of high employment 
in our society cannot be left to chance. 

CED’s researchers, all of them econo- 
mists of note, began exploring the U. S. 
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tax problem while the Germans and Jap- 
anese were still unbeaten. Their program, 
pivoted on sharply graduated personal in- 
come taxes and more flexible business taxes, 
is about the most complete put forward to 
date. Its major recommendations: 


Taxes on Individuals 


® Replace the present 23 percent com- 
bined tax for the lowest taxable bracket by 
a single standard tax of 16 to 20 percent, 
depending on revenue needs. Substantial- 
ly reduce tax rates on incomes above the 
lowest bracket, graduating up to 73 to 77 
percent. Raise personal exemptions by 
eliminating the present three percent nor- 
mal tax. Retain present exemptions of 
$500 for each taxpayer and each dependent. 
& Eliminate double taxation of dividends 
via corporate and individual income taxes. 
> End discrimination against irregular in- 
comes as far as possible by some income- 
averaging device. 

& Impose full taxation on income from 
future security issues by state and local 
governments. 

The CED further urges that all federal 
excise taxes be repealed, except those on 
liquor, tobacco and gasoline, and those 
levied for social and regulatory purposes. 


Taxes on Business 

® Replace corporate taxes by a single flat- 
rate tax, at the same 16 to 20 percent rate 
proposed for individual incomes. ‘There 
should be no excess profits tax, but there 
should be an undistributed profits tax. 

& Retain present taxation of personal 
holding companies, as well as existing pro- 
visions which penalize unreasonable accum- 
ulation of earnings. 

& Allow businesses to carry forward losses 
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from operations, to apply against subse- 
quent earnings for a period of six years. 
» Permit businesses greater latitude in 
making annual allowances for depreciation. 
The CED is concerned with what our 
tax system does, or doesn’t do, to en- 
courage enterprise. But it disputes those 
who think the answer is simply to ease per- 
sonal taxes. For the CED, double taxa- 
tion of dividends is a much sorer point 
because it definitely penalizes risk capital. 


LL those who stress the need for great- 
er encouragement to risk capital want 
much lower corporate taxes and greater 
reliance on the personal income tax. Just 
chopping everybody’s personal tax may 
make sense politically, but not in terms of 
giving our economy the shot in the arm 
needed for the long haul. 

In Point 1 of its recommendations for 
Taxes on Business, the CED recognizes 
the need for taxing undistributed profits. 
They are essential if corporate taxes are 
lowered and the main source of revenue 
is a progressive personal income tax. In 
Point 4 of its recommendations for Taxes 
on Individuals, the CED goes along 
with practically all economists, who think 
tax-exemption of state and municipal 
bonds is a scandalous reversal of the idea 
of incentive taxation. 

In general, however, the CED relies rel- 
atively little on “incentive” taxes, designed 
in effect to reward certain kinds of busi- 
ness activity or to punish inactivity. Some 
incentive schemes probably are worth a 
try. But by and large the CED feels 
that taxation can’t be depended on to offset 
business fears that deter new investment. 

Some people, worried by the reluctance 
of risk capital, prescribe large doses of in- 
centive taxation. One such economist is 
Sumner Slichter, who is both chairman of 
CED’s Research Advisory Board and a 
Harvard professor of economics. Slichter 
would not only reduce corporate taxes to 
20 percent, and allow a six-year period to 
offset losses. He would also amend both 
corporate and personal income taxes to en- 
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courage risk-taking. With respect to cor- 
porate taxes, he thinks that: 

a) The full tax rate should not apply to 
corporate incomes of less than $50,000. 
Small business is the most fertile element 
in capitalism, he argues; it should be given 
a helping hand. 

b) Substantial tax relief should be al- 
lowed businesses which, during the preced- 
ing five years, spent all their depreciation 
allowances on plant expansion or improve- 
ment, and which in no year of the five 
spent less than 80% of depreciation al- 
lowance on plant and equipment. 

But Slichter’s most novel proposal re- 
lates to taxation on personal incomes above 
$10,000. Here he would apply two sets 
of surtax rates. The higher would apply 
to income received as salary, wages, or in- 
terest. The other, considerably lower, 
would apply to income from self-employ- 
ment or dividends. By adjusting the dif- 
ferential between the two surtax schedules, 
the government would practically force the 
wealthy to go hunting for risk investments. 

This suggestion, like most of Slichter’s, 
would result in higher profits. He there- 
fore wants them adopted gradually. 
“There’s no sense in cheering people up 
when they don’t need it,” he explains 
dryly. Slichter thinks the government 
should convince businessmen by word and 
deed that the long-range trend of taxes 
will be down. Future prospects would 
then take on a rosier hue, business would 
proceed more boldly. : 


HIS viewpoint has launched a lively 

debate right in the middle of Harvard 
Yard about the effect of taxes on invest- 
ments. Alvin Hansen, fellow professor of 
Slichter’s at the University and apostle of 
full employment, lines up solidly with 
those who wish to devise a tax structure 
to encourage private investments. Thus 
he also favors eliminating double taxation 
for dividends, easing of corporate and busi- 
ness taxes and making generous loss-offset 
allowances. But he fears that channeling 
too much money into profits. will result 
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in over-saving and too much idle money. 

Hansen thinks high consumption is as 
important a goal as is the encouragement 
of private investment. To achieve it, he 
believes business will have to get used to 
more moderate (but steadier) profits if 
it is to maintain a high and steady output. 
Hansen is fond of quoting the 19th-cen- 
tury English quip: “John Bull can stand 
many things, but he can’t stand two 
percent.” Uncle Sam, he thinks, had 
better adjust himself to liking three 
percent. 

Nor is this the only point on which the 
two professors clash. They both, for in- 
stance, admit the importance of stabilizing 
taxes. But Slichter feels that a federal 
policy of controlling business cycles 
through compensating changes in the tax- 
rate defeats itself. He has little use for 
deficit financing as a means of guarantee- 
ing year-in, year-out high employment. 

Hansen disagrees. A staunch advocate 
of expanded public-works programs to sus- 
tain full employment, he would also, when 
necessary, modify tax rates as one stabiliz- 
ing device. He points out that purchasing 
power can as well be maintained by letting 
the consumers keep more money as by 
spending more for public works. 


, VEN without following the theoretical 

_4 arguments of the economists, the aver- 
age citizen can see that the CED, Hansen 
and Slichter find a wide area of agreement, 
particularly in regard to business and cor- 
porate taxes to encourage risk. They differ 
on the extent and manner in which indi- 
vidual income taxes should be graded, and 
on the value of incentive taxation. But 
these differences just mean that there are 
no quick answers, no casy roads to a good 
tax system. Congress must get to work 
(the sooner the better) studying all the 
proposals.and building a tax program which 
will encourage enterprise without sweeping 
us along the full tide of inflation. 

Naturally the tax program will be drawn 
with an eye to vote-appeal. Big industrial- 
ists and small businessmen will not be 
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alone in applying the heat—not even in 
the present Congress. Both AFL and CIO 
want Capitol Hill to raise the exemption 
limit for personal income taxes. 

The CIO attacks the present provision 
for the carry-back of losses, because it 
made strikes less costly for industry in 
1946 than they would otherwise have been. 
The argument also applies, of course, to 
provisions for the carry-forward of losses. 
The CIO also wants restoration of high 
excess-profits taxes, repealed by the last 
Congress. Here it ignores the plea that 
low corporate taxes would encourage 
risk-taking. 


"| ‘HE best tax law that can be devised 
* will involve much political com- 
promise, months of hearings and hard 
work by Congressmen. ‘They won't like 
any unnecessary delay and involved ideas. 
This year’s bill is therefore not going to be 
a fundamental revision of our taxes. It will 
probably be little more than a political 
gesture in the direction of tax reduction. 
But this year’s hearings may lay the 
groundwork for a better job next year. 

All of which means that the inevitable 
cut may be less drastic than some exu- 
berant Republicans (mostly in the House) 
have predicted since November. ‘The 
proposal to cut all personal income tax 
by 20 percent may run into some fancy 
blocking in the Senate. 

As long ago as early ’44, Senator Taft 
aired his view that budget-balancing is 
more vital than reducing taxes. He has 
repeated this opinion since the Republican 
landslide. Like some of his colleagues, 
Taft fears that too drastic a cut might (es- 


pecially if there were a serious slump) de- 


stroy the prospect of a balanced budget. It 
would also make any future reduction of 
corporate taxes just that much harder. 

This is important, since tax bills are 
conceived in the House, but they usually 
are born in the Senate Finance Committee. 
And Senator Taft will probably have more 
to say about the next tax bill than any 
other member of Congress. 
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BETTER FARMS 





Cason J. Callaway and 700 Georgia businessmen show that 
a $10,000 loan can restore a $3000 farm—at a profit. 





| N GEORGIA, where much of the land 
\ has been worn out, a retired multi- 
millionaire industrialist—of all people—is 
boldly showing a way from poverty and frus- 
tration to the promise of restored land and 
sound farm investments. More than that, 
he’s showing it will pay for itself. Power 
farming and conservation are the methods. 
But long-term financing is the secret. 

So successfully is this formula working 
that at the end of 1947 the basic three-year 
plan will be expanded. 

The industrialist turned agricultural 
financier and scientist who devised this 
program is Cason J. Callaway of Hamilton, 
Ga. Convinced that businessmen can’t 
afford to ignore the land crisis, he quit the 
family’s big Callaway Mills (textile) seven 
years ago in his mid-forties to search full- 
time for a remedy for soil depletion, skinny- 
mule farming, and no 
money. 

After five years of 
pondering he found it. 
Now two years old, with 
one more year to go in 
its first phase, his Georgia 
Better Farms plan has 
earned approval not only 
from conservationists but 
also from a tougher jury. 
Some 700 participating Georgia business- 
men have been converted, are staying in 
as investors, sold on the plan’s dollars- 
and-cents soundness. 

The Georgia Better Farms plan went 
into operation in late 1944 with the organ- 
ization, at Callaway’s urging, of 100 private 
farm corporations in 68 Georgia counties. 
Each corporation, owned by seven local 
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business and professional men. who in- 
vested $1000 each, beught an average farm 
of about 100 acres tor about $3000, hired 
an operator, and pledged itself to demon- 
strate Callaway’s farming system. 

This system assumes most Georgia land 
is so run down that a farmer should start 
from the beginning to improve it. He 
should grade the surface with bulldozers, 
fill in the gullies, terrace, fertilize, and 
plant soil-improving crops under a long- 
range program. It also means minimizing 
for at least three years the usual soil-de- 
pleting cash crops—corn, cotton, tobacco 
and peanuts. 

Mechanization and land conservation 
are not novel. What is new in the Calla- 
way plan is the recognition that substantial 
long-term investments—more than have 
been available—are the door-opener. 

Ordinarily, a farmer 
who wants to buy or 
improve a 10o-acre farm 
valued at $3000 petitions 
the local banker who 
may offer $1500 if in 
a madly extravagant 
mood. Maybe the farmer 
then tries the Farm 
Credit Administration, 
which will lend 50 to 75 
percent of the value of the land, at 4 to 5 
percent interest, over a period of 20 to 30 
odd years. Or maybe, if a new purchaser, 
he goes to the Farmers Home Administra- 
tion (formerly Farm Security: Administra- 
tion) which, under optimum conditions, 
may grant a 100 percent loan at 3 1/2 per- 
cent interest over a 40-year period. 

Callaway considers this government-type 
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credit fairly generous, yet still inadequate. 
It exhausts the farmer’s credit merely to 
acquire run-down land, whereas to succeed 
he must have credit to build up his land 
and acquire the tools for production. 

But most important, Callaway doesn’t 
think government should handle the job. 
No New Dealer, he believes private capital 
should, can, and will handle it if investors 
and lenders only grasp the basic arithmetic 
of his plan. His farm plan is a demonstra- 
tion in arithmetic—to prove to holders of 
timid money that substantial, long-term 
credit, essential to build poor land into 
good farms, can be a safe and profitable 
investment. 


OW recall this arithmetic. Each of 

these 100 farm corporations with its 
seven stockholders starts out with $7000. It 
buys its farm for about $3000. This leaves 
$4000 to be spent on buying or contracting 
for machinery to improve the land, fenc- 
ing, fertilizer, seed, and stock. Each cor- 
poration also is permitted to invest an 
additional $3000 raised among the stock- 
holders or borrowed from any source. Each 
corporation is sovereign, bound to the 
others only by a gentlemen’s agreement to 
follow Callaway’s investment principles 
and the best conservation practices. 

After the land has been bought and a 
manager hired, the owners generally call 
in the County Agent and the local Soil 
Technician. These two are aided by three 
more experts sent out by the Agricultural 
Panel of the Board of Regents of the State 
University System. All cooperate in draw- 
ing up a soil map, devising a detailed three- 
year program: this field to go in grass or 
clover, these four acres in grapes, this long 
gully in trees, etc. 

Since this first phase has been one of 
building up, no absolute yardstick of per- 
formance is applicable. But the continu- 
ing enthusiasm of most of the 700 bankers, 
merchants, wholesalers, textile manufac- 
turers, farm machinery dealers, lawyers, and 
doctors who have put their cash on the 
line, indicates the plan’s progress. Some 
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farms have sold out, in despair or bewilder- 
ment. Some individuals, who probably 
came along for the ride, didn’t have the 
required sweat and resolution. ‘They've 
quit, with varying complaints. But others 
take their places. 

About 80 farms are meeting their goals, 
Callaway says. ‘This record has so im- 
pressed him that last summer he suggested 
a diversified expansion of the plan to go 
into effect at the end of this year. 

At that time he wants one-third of the 
corporations to continue for another five 
years under the present plan, with the in- 
vestment held to the $10,000 ceiling now 
in effect, to prove for keeps that a farm 
with this minimum capital can make a 
modest profit. 

Another one-third of the farms, he 
hopes, will borrow more—up to a point 
where total capital expenditure reaches 
from $15,000 to $25,00o—and carry out 
one of ten ten-year farm programs, budgets 
for which have been elaborated by experts. 

Callaway wants the last group of farms 
to be sold (at cost) to the present manager 
or some other qualified applicant, prefer- 
ably a veteran, for 10 percent cash. The 
corporation would lend the purchaser an 
amount equal to its remaining equity. ‘The 
rest of the money required to handle one 
of the ten-year plans would be loaned by 
private banks, which would hold a first 
mortgage on the farm. ‘The four largest 
Atlanta banks and many smaller ones have 
promised Callaway that they would pro- 
vide the cash. Callaway hopes all the 
farms eventually will find their way to 
small farmer ownership under this last 
option. 

The ten-year programs are formulated tu 
permit a farm, under reasonable expecta- 
tions, to pay for itself in this period, while 
giving its operator $100 a month living ex- 
penses and returning five percent interest 
on the loan. (Latest figures put average 
net cash income of Georgia farms at less 
than $70 a month.) 

Actually, most of the farm corporations 
are reluctant to increase their investment 
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to $15,000 or $25,000. This isn’t because 
they are getting cold feet on the plan itself, 
but because that’s a lot of money. Further, 
there’s not much desire to sell to the oper- 
ators at this stage. So it probably will turn 
out that most of the farms will continue 
under the present investment limit of 
$10,000, with the investors holding on. 

At any rate, Callaway’s 
achievements to date are 
remarkable, perhaps rev- 
olutionary. But they are 
the product of a conserv- 
ative, very non-revolu- 
tionary nature. Calla- 
way’s social philosophy 
does no violence to his 
own heritage and career. 

Born the son of a well-to-do southern 
merchant, he went into the family enter- 
prise, was its president and board chairman 
for 18 years. He is a past president of the 
Georgia, and American, Cotton Manufac- 
turers Associations. He currently is a di- 
rector of the U. S. Steel Corporation (its 
first—and only—director living in_ the 
South). His farm theories are merely 
the result of straight business thinking, 
edged with extra imagination and powered 
by extra nerve, plowing down a straight 
line. 

Callaway first began to ponder the prob- 
lem 15 years ago when named to the Uni- 
versity of Georgia’s Board of Regents. He 
found the state educational appropriation, 
although a relatively large share of total 
revenue, entirely inadequate. The total it- 
self was low because agricultural income 
was low. Since Georgia is primarily agri- 
cultural, depressed farm income was pre- 
venting construction of adequate roads and 
hospitals, too, and was hampering de- 
velopment of local markets for home 
industry. 

Callaway spelled out these themes for 
himself. Georgia, in terms of farm income, 
was plodding along near the bottom of the 
list of states. Her farmers and industry, 
on $30-au-acre land, could not compete 
with farmers and businessmen supported 
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by $100-an-acre land in other, richer states. 

Things were getting worse because the 
farmer, to survive on depreciating land, had 
to feverishly keep planting soil-bleeding 
cash crops. The end of the story would be 
economic and social decadence—embracing 
everybody—unless capital was channeled 
into a practical improvement program. 

At this point, some 10 
years ago, Callaway sup- 
plemented reasoning with 
nerve. He bought up 
thousands of acres of gul- 
lied, eroded piedmont, 
much of it long aban- 
doned, in the Hamilton 
area go miles south of At- 
lanta. He accumulated 
30,000 acres, at a cost of almost a million 
dollars. 


ALLAWAY christened the project 

lue Springs Farm and inaugurated— 
on more of his own money—his personal 
theories of power farming, conservation, 
long-term credit. Although reticent about 
his own expenditures, he probably has in- 
vested in the land at least as much as he 
paid for it. 

He set up two 2000-acre demonstration 
farms. He cleared the scraggly scrub, lev- 
eled the pocked fields, created waterways, 
filled in gullies deep enough to hide a 
truck, contoured, fertilized. He seeded one 
farm in kudzu (a Korean vine-like peren- 
nial with 20foot roots and thick over- 
growth), alfalfa, and sericea lespedeza—all 
potent soil builders. 

The other farm he put in permanent 
pasture grass, started turkeys, ducks, cattle, 
fish hatcheries in artificial lakes, planted 
vast spreads of blueberries and Scuppernong 
grapes. No row crops. No cotton—basis 
of the Callaway fortune! 

Callaway also has tried out—although he 
has not emphasized it yet in the Better 
Farms plan—another favorite principle: 
Georgia farmers must have local processing 
plants. 

He built a $75,000 hay dehydrating 
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plant which handles 3000 tons a year—the 
full output of his kudzu-alfalfa-sericea farm. 
He erected this plant when rain and mil- 
dew delayed a kudzu harvest, pulled down 
its quality. Now the rich hay, cut in top 
prime by specially designed tractor-pow- 
ered mower-chopper-loaders, is converted 
quickly into dried choppings. In heavy 
demand, it is sold to commercial stock-feed 
makers. 


“Y ALLAWAY markets his own quick- 


| frozen poultry. He plans to process 
Scuppernong grapes, extracting the pulp 
for the ice cream trade, freezing the skin 
for jelly manufacturers. Maybe he will 
can blueberries. Callaway considers pro- 
cessing plants a logical extension of farm 
mechanization. He thinks they will pro- 
vide a more direct bridge from farmer to 
comsumer. 

Most of Callaway’s methods and prod- 
ucts have a strange sound—and an even 
stranger look—to conventional Georgia 
farmers. The whole area, nursed by giant 
rumbling machines, makes a vista of neat, 
deep greens in arresting contrast to the 
drab and sorry-looking adjacent land. And 
Blue Springs grosses around $300,000. 
Next year its owner expects a net approach- 
ing six figures. 

Callaway felt certain aJl along that Blue 
Springs would pay off. But he knew his 
principles were vulnerable unless provable 
elsewhere besides on a rich man’s farm. 
And although he could have interested 
other kinds of stockholders, he was par- 
ticularly eager to get prominent local busi- 
nessmen. They were, first, a broad source 
of moderate capital to be tapped for invest- 
ment in small farms. The issue concerned 
them and they should get firsthand knowl- 
edge of it. And their community influence 
would be valuable in spreading the idea 
further. 

It is working out that way. The plan 
has had a hard, favorable impact on Geor- 
gians, and on businessmen and agricultur- 
ists in other states. They have come out 
to Blue Springs in droves—up to a hun- 
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dred at a time—and Callaway has patiently 
explained his methods. 

Why doesn’t he put a fence around the 
place, buy some ill-tempered watch dogs, 
enjoy his property, and let hirelings do 
this chore? 

The answer is that Callaway has a com- 
pletely immersed interest in what he’s do- 
ing. A tall, almost portly man who always 
feels well, he likes people, likes to talk to 
them. His proper environment is on his 
own farm with a big group of people who 
want to understand it. 

Callaway has none of the traits of the 
rich publicity hound trying to buy his way 
into print with a fancy splurge. Nor does 
he mean to earn a ticket to heaven with 
largesse for the unwashed. ‘The proof is 
that, despite a multimillionaire’s vulnera- 
bility, nobody accuses him of such motives. 

The plan itself has been challenged. ‘The 
CIO blasted it as an attempt of business 
interests to “monopolize agriculture.” The 
Farmers Union criticized it because it 
ignored problems of rural housing, electrifi- 
cation, medical care, elimination of unfair 
freight rates. 

The CIO criticism, which ignores the 
fact that the 100 farms are but a tiny frac- 
tion of total Georgia farm land, may stem 
from a professional suspicion of wealth or 
the rugged open-shop principles of Calla- 
way Mills, neither being too relevant. The 
other broadside is equivalent to blaming 
a doctor, trying to set an accident victim’s 
leg, for not curing the fellow’s asthma. 

The plan is a demonstration in credit 
arithmetic, not a blueprint for wholesale 
agrarian reform. It tries to prove, basically, 
that the intelligent application of at least 
$7000 more to a $3000 farm is not a stupid 
loan, but a sound investment. It is a busi- 
nessman’s remedy for that phase of a mal- 
ady which looks remediable. Callaway says 
he wants to make it easier for the small 
farmer with character to aim higher. 

But even this limited hope can presage 
a new time for the farmer, his family, his 
community. If so, history will deal gen- 
erously with Cason J. Callaway. 


KIPLINGER MAGAZINE 





















: a9dear A a RR IE OO aE 











LORE PT be OR BO et 





SOM a ee eee | 








ILLIONS of American drivers will 
circle the block downtown a dozen 
times today, hunting a parking place. 
Many will give up and head for outlying 
shopping centers where they have seen a 
magic sign: Free Parking. 

Next year the problem will be bigger 
still—for the driver looking for a parking 
place and the businessman who depends 
on him for trade. But by then many cities 
hope to have the jam pretty well licked. 
State legislatures are rapidly passing laws 
allowing cities to enter the parking busi- 
ness. Local bond issues for parking 
projects are being voted. Seven cities 
plan to build huge underground parking 
garages. 

The reason for this activity is too plain. 
Traffic is back at pre-war levels; in growing 
cities it is setting new records. Cars are 
being used 10 percent more than ever. 

Cities tackle the parking problem in sev- 
eral ways. For instance, the downtown 
merchants’ parking association idea, a 
whopping success since 1929 in Oakland, 
Calif., with a metropolitan population of 
1,500,000. It started with nine merchants. 
Today it has 150 members—retail stores, 
insurance companies and other downtown 
firms. 

The association has long-term leases on 
seven central parking lots. The 800 spaces 
serve 3400 customers daily. Parking is free 
for one to two hours, 10 cents an hour 
after that, 50 cents for all day. Night and 
Sunday fees are 25 cents. The fees pay 
two-thirds of costs. Merchants make up 
the deficit by paying six cents for each 
customer’s free parking period. Customers 
have their parking tickets validated by an 
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association member but no purchase is re- 
quired. Space needs and costs per store 
are low. Only one attendant is needed for 
each lot; customers park their own cars. 

But most cities are turning to public 
parking solutions. Kansas City (Kan.) 
uses the benefit-district plan, under which 
the city provides central parking lots flank- 
ing the main streets downtown. The 645 
free parking spaces handle over 2000 cars 
daily because parking is limited to three 
hours; there are stiff fines for overtime. 

Downtown property is taxed over 10 
years to repay 80 percent of the nearly 
$400,000 cost of land and construction. 
The city paid the other 20 percent and 
pays all operating and maintenance costs. 
All taxpayers, including non-motorists, 
therefore, pay part of the costs. 


ARDEN CITY, N. Y., took land be- 

hind buildings for seven free parking 
lots, avoiding the high cost of street front- 
age. Driveways lead from streets to lots. 
The land cost was assessed against bene- 
fited business and apartment property. 
The city paid all other costs. 

Newly developing communities are using 
the zoning approach. In Arlington, Va., 
a suburb of Washington which grew from 
virtually a village 10 years ago to today’s 
125,000 population, a model law requires 
each new structure, from home to factory, 
to provide off-street parking and loading 
space in the building plan. Theaters pro- 
vide parking based on floor space; fac- 
tories, on number of employes; apart- 
ments, on number of dwelling units. 

Though Arlington streets are inferior, 
trafic moves efficiently and with one of 
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the best safety records in the nation. 

In Miami Beach, where the 30,000 
population swells to 100,000 during the 
winter, a unique financing plan is in effect. 
Parking meters are used on city lots, with 
fees from five cents an hour downtown to 
25 cents for all day on the downtown fringe. 
The city also issues parking permits good 
in a number of lots. From October 
through April—the tourist season—the per- 
mits cost $3 a month. A permit good for 
all five remaining months costs $3. 

In larger cities the commercial parking 
trend is toward combining retail and office 
frontage with parking garages, mostly open- 
wali types—reducir~ construction costs and 
avoiding heating p.colems. 

The Stephen Girard Building in Phila- 
delphia has a 600-car garage with roof 
parking, plus retail and office frontages. 
It halted the decline of the old Piano Row 
section where business profits had fallen 
below taxes. Rockefeller Center in New 
York has a six-level ramp-type garage for 
800 cars, plus good truck loading facilities. 

Many department stores also operate 
parking garages. O’Neill’s in Akron is in- 
side the store; customers step from their 
cars at the mezzanine. Sears-Roebuck 
specializes in suburban stores with free 
parking, uses ramps to roof parking spaces 
in most new buildings. 

Larger cities know they must find ways 
to provide low parking fees. Many favor 
the Parking Authority, an agency with 
power to impose certain taxes, issue bonds, 
acquire parking sites by purchase or con- 
demnation, and build facilities for city 
operation or for leasing to private operators 
with city rate control. Parking Authority 
laws have been adopted in Minnesota, 
Pennsylvania, California and Washington, 
D. C. 

Plans for garages under city streets or 
parks are completed or are in preliminary 
stages in Detroit, Los Angeles, Boston, 
Philadelphia, New York and San Francisco. 
Already San Francisco has a 1700-car garage 
under a downtown park, and will build 
five more. All underground plans cail for 
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public participation and private operation. 
But most traffic experts feel that under- 
ground parking, suitable only for the larg- 
est cities, will not be the main answer even 
there. Costs per car space are far higher 
than for any other type of parking. The 
only advantages are that high downtown 
land costs are avoided and no downtown 
property is removed from tax rolls. 

State and federal highway officials, in 
highway planning studies, have shed new 
light on parking problems. Such studies 
show that more than half of all traffic 
downtown is just passing through. A loop 
highway around the downtown fringe now 
is standard in most city highway improve- 
ment plans. Similarly, the one-way street 
plan eases pressure for banning curb park- 
ing in many Cases. 

Trafic engineers say curb parking on 
main streets must be restricted more and 
more, especially during rush hours. Actu- 
ally, banning curb parking from 7 to 9 a.m., 
and from 4 to 6 p.m., gives shoppers a 
break. It keeps spaces from being “hogged”’ 
all day by downtown workers. 


HE 473 cities now using curb parking 

i meters report almost unanimously that 
meters encourage frequent turnovers of 
curb spaces and make enforcement of time 
limits easier. 

Many cities use 15-minute meters in 
front of banks and other buildings where 
short stops are frequent. Parking rates and 
time limits vary according to nearness to 
the downtown center. But experts warn 
that meters are only to aid in enforcing 
time limits. Some cities have hurt busi- 
ness with meters to produce revenue. 

Lack of central parking spaces in many 
cities before the war caused an expensive 
scattering of business and municipal serv- 
ices. Downtown areas—tax mainstays of 
most towns—showed alarming drops in 
business and tax revenue. Large depart- 
ment stores had to build outlying branches. 
Some of this decentralization was inevit- 
able, but much was wasteful and could be 
halted by central parking facilities. 


KIPLINGER MAGAZINE 























THE COST-OF-LIVING BONUS fair company dealing has 


been established, as at Stand- 





HEN the Standard Oil Company 

(New Jersey) recently gave its em- 
ployes (except executives) an extra week’s 
pay to cover increases in the cost of living, 
other organizations followed the example. 
It was a timely measure to help wage 
earners meet higher prices, yet it made 
no changes in basic wages. 

The fact that Standard’s top company 
and its subsidaries O.K.’d the bonus idea 
means that it must have merit from a 
management standpoint. ‘The parent com- 
pany has 27,000 employes, and a unique 
record in sound labor relations. In thirty 
years it has not had one major labor dis- 
pute. Yet on the day the bonus was an- 
nounced, there were 4o different strikes 
in New York City alone. 

A few days later Standard Oil of In- 
diana extended an extra week’s pay. Hum- 
ble Oil, Standard afhliate in Texas, al- 
lowed each of its 15,000 people $25 a 
month for a tentative period. 

When Standard and other large oil com- 
panies signed new contracts with their 
unions early this winter, they testified to 
the workability of the bonus idea by again 
writing it into the agreements. This time 
they refined the system to include a so- 
called “escalator clause,” providing a three 
percent adjustment of wages, either up or 
down, when the Bureau of Labor Statistics 
cost-of-living index changes three points 
in any quarter of a year. The unions, of 
course, protected themselves against any 
downward adjustment below the new base 
rate. 

The bonus idea will work in some other 
companies and industries. 

Of course, the oil industry’s labor costs 
are lower in proportion to total income 
than those of most industries, and Stand- 
ard probably can better afford the cost-of- 
living bonus. 

However, it cannot be used merely as 
a device to stall off wage increases. It is 
welcomed by most union employes where 
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ard Oil Company (New Jer- 
sey). ‘This company inaugurated sickness, 
accident, death benefits, a savings plan, 
and old age pensions years ago. 

Neither the AFL nor CIO has stated 
any national policy on cost-of-living bo- 
nuses. What union opposition has devel- 
oped is on the ground that permanent 
wage increases are the only solution to in- 
flated living costs, even though such costs 
may fall drastically in coming months. And 
some union leaders take a dim view of the 
plan because it doesn’t permit them to 
take credit for all employe gains. 

In the case of the oil industry, however, 
the new bonus or cost-of-living plan, has 
been worked out by the companies and 
the unions together. ‘The escalator clause, 
which is staunchly resisted by many unions, 
was considered a victory by the union men 
who negotiated the contract, and brought 
high praise for the companies from the 
union leaders themselves. 

Such plans should not be confused with 
a non-contract, voluntary payment by the 
employer, although their purpose is 
similar. 

It is good business in any kind of times 
to keep operations flexible. In a period 
of readjustment, the prudent man avoids 
as many fixed commitments as he can. 
The cost-of-living bonus plan allows him 
to avoid freezing higher labor costs into 
his wage structures yet handle an acute 
problem in a manner acceptable to both 
management and labor. 

The weakness of all cost-of-living adjust- 
ment schemes is that it is easy to start add- 
ing an extra payment but hard to stop 
adding it. If it has to be continued over 
an extended period, there is likely to be 
resentment when it is taken away. But if 
the scheme is initiated when it is expected 
that living costs may soon start to decline, 
employes receiving the bonus are more 
likely to see it as a welcome help from the 
employer in meeting temporary family in- 
come problems. 
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THE MAN WHO LOVES ELEVATORS 





The government’s Dickinson plans future economies and safety 
in vertical transportation--and recalls the ‘good old days.’ 





JOHN DICKINSON, safety engineer at 
,' the U.S. Bureau of Standards, is the 
nation’s top public authority on elevators 
and he loves them as some men love ships 
and railroad trains. Whenever in New 
York, he settles his six-foot, 200-pound bulk 
atop the cab cf an experimental 1600-foot- 
a-minute elevator in Radio City with glow- 
ing fascination. “You sit there,” he says, 
“and have no sensation of motion. Quite 
a feeling to watch those blackpainted walls 
rushing past.” 

This fascination rests on a solid core of 
knowledge which includes not only the 
philosophical meaning of elevators to men 
but elevator statistics and the delicate me- 
chanical principles by which, to take New 
York City alone, some 17,500,000 persons 
go up and down for 125,000 miles every 
day in 43,440 elevators. 

He knows that the elevator has a pro- 
found meaning as deep-seated as man’s un- 
willingness laboriously to climb anything. 
And this meaning finds its starkest drama- 
tization perhaps in Oregon City, Oregon, 
where the stopping of just one elevator 
will disrupt the community. For the city’s 
business district is down by the river and 
its residential section is up on a cliff. One 
elevator in a wooden tower is the link. 

Men with elevator problems bring them 
to Dickinson from all parts of the nation, 
but in his own province are the peculiar 
elevator problems of Washington’s mag- 
nificent—and sometimes antique—public 
buildings. Dickinson has supervised in- 
stallation of most government elevators. 
He is proudest of a small $850 installation 
he made at the Bureau of Standards, 
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Hydraulically operated, it runs from a ce- 
ment laboratory to a wet room just below; 
and as it goes down it closes the lab safety 
gate and opens the wet room gate auto- 
matically. It is a little safety feature; and 
concerning safety, elevator men are as sensi- 
tive as airline officials. Always referring to 
the business as “vertical transportation,” 
they figure accident rates the same as rail- 
roads and airlines, in millions of passengers 
carried. 

When an army bomber struck the Em- 
pire State Building’s 79th floor, severing 
the power and safety cables of an elevator 
at the 17th floor and sending it crashing 
to the bottom, an instant defense was 
voiced by L. A. Petersen, of the Otis Eleva- 
tor Company. Its safety record, he sub- 
mitted, was entirely unimpaired. “The 
safety equipment was not proof nor in- 
tended to be proof against airplane collision 
any more than a railroad block system will 
protect a train from the remote contin- 
gency of a collision with a Flying Fortress.” 

Whatever the case in this instance, there 
is only one accident for every 40 million 
elevator passengers in New York City. 


'INETY-FIVE percent of those hurt 
are people who are crushed by mov- 
ing cars or who step into open shafts, 
inostly avoidable cases, thinks Dickinson. 
He wishes more people would follow the 
rules of his Elevator Standards Safety Com- 
mittee. He dislikes the tiniest blot against 
the only free mass transportation industry 
in the world. 
Dickinson knows, too, the economics of 
elevators. The important thing in build- 
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the elevator company wrangled about the 
speed. The old one had gone only 75 feet 
a minute, which suited Cal. Now the en- 
gineers talked about 250 feet a minute. 
Nothing doing; Coolidge wagged a slow 
finger. ‘The truth crept out: the President’s 
Secret Service detail always escorted him 
to the elevator, then ran upstairs to meet 
him while he rode up alone. So they com- 
promised on 100 feet a minute. (And years 
later quick-minded Franklin D. Roosevelt 
complained of the elevator’s 
slow pace. Incidentally, the 
Secret Service men always 
rode in the cab with Roose- 
velt. ) 

Elevators can have de- 
pressing effects. Those in 
the curlicued Victorian 
State Department Building 
disturbed Secretary Hull. 
He envied the fine, flow- 
motioned cars of other 
Cabinet members. So he 
splurged for a quarter-million dollars. 

Hull bought all mahogany cabs, with 
built-in high-powered air blowers and 
fluorescent lights, the first in any elevators 
in the U.S. His mahogany cabs celebrated 
a new cycle in elevator design. ‘The first 
were of wood. Then steel became fashion- 
able. Now it’s wood again. But it is 
laminated now with sheet steel pressed into 
it. All new cars, indeed, are sheathed in 
metal on the outside to render them stiffer, 
less noisy, and fire resistant. 

As for the economics: Dickinson is con- 
vinced that for buildings up to seven stories 
the escalator is the coming thing. One 
escalator with four-foot wide steps requires 
as much room as four elevators. Yet, 
counting the elevator stops in a crowded 
store it will carry a passenger to the seventh 
floor in the same time required to go by 
elevator—a minute and a half. And in 
an hour, the escalator will carry 8000 
passengers while four elevators can accom- 
modate only 800. Both the installation 
and operating costs are less. 

But nothing, under present conceptions, 
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can replace the elevator in tall buildings. 
The problem still is to get top service with- 
out using too much tower space. 

There are two methods, one Dickinson’s, 
one Bassett Moore’s, which Dickinson 
thinks would increase efhiciency and reduce 
costs. He would send cars up one shaft, 
shunt them over and send them down 
another. The shafts would have a series 
of cars and constantly running high-speed 
cables. During runs the cars would move 

on high-speed cables; when 
| making stops they would be 
,w’ shunted an inch or so over 
onto a slower local cable. 
Safety stops would insure 
against one car catching up 
with another and the opera- 
tion of a number of cars in 
the same shaft would re- 
duce the number of shafts 
enormously. 

Bassett Moore’s recom- 
: mendation was made when 
the Empire State Building rose over the 
New York skyline. But co-builders Al 
Smith and John J. Raskob vetoed it. And 
the plan hasn’t been tried out yet. 

Moore’s idea was the New York subway 
system turned on end. Rather than have . 
many elevators operating the full height of 
the building, he would use several express 
routes with stops at, say, the 25th, soth, 
75th and 100th floors. From each of these 
floors, locals would run upward to the next 
express stop. Passengers desiring to make 
the 83rd floor would take an express to the 
75th, then change to a local for the next 
eight. In a 100-story building there would 
be four local elevators where there would 
have been one before, each local occupying 
a 25-story shaft with no danger of collision 
because the shafts would not be over one 
another. 

Dickinson thinks the savings in rental 
space would be considerable. And, with 
the constantly-working imagination of a 
man who likes his calling, he would like 
to see Bassett Moore's idea tried in a 150- 
story building. 
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POINT OF INFORMATION 





You don’t need fixers to get facts in Washington. See Morrow. 





T’ WASHINGTON’S mid-town Four- 
teenth Street and Pennsylvania Ave- 
nue works America’s No. 1 find-the-answer 
man. He knows who can answer any ques- 
tion of fact under the functions of the 
government. But he doesn’t know who 
can answer this puzzler: why thousands 
of businessmen come to Washington be- 
lieving that they must establish all manner 
of furtive or complicated contacts to get 
public information. 

The ingrained notion persists to “see 
the Congressman” or some fixer-for-a-fee. 
Consequently, businessmen’s hours and 
dollars are wasted every day. 

The businessman, or anyone else, can 
arrive in Washington and in 10 minutes 
reach the U. S. Information Service with a 
briefcase full of questions. Within a few 
minutes he can fire away at Malcolm Mor- 
row, Chief of the Public Inquiries Division 
of the Service, or one of his 37 workers. 
Within a few minutes he will know pre- 
cisely, authoritatively, and without even the 
cost of a highball, who has the full data he 
wants and where it is, with room number. 

A good (or bad) example of wasted time 
in Washington: a Georgia concrete pipe 
manufacturer recently tried for three days 
to get some information in Washington. 
He saw, along the baffling way, two cabi- 
net members, a lobbyist and a lawyer. No- 
body knew whether his business was cov- 
ered by the Wage-Hour law. 

Then he approached the end which 
should have been the beginning: Malcolm 
Morrow. He was sent directly to the oflice 
of Robert Gronewald in the Labor Depart- 
ment. two blocks from where he asked the 
question. Gronewald was able in this case 
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to give the answer without rising from his 
chair (he might have had to call in a de- 
partment legal expert). It all could have 
been done the first hour of the first day he 
arrived in town. Thus Malcolm Morrow 
and the Information Service are the key 
to hundreds of federal experts who, like 
Gronewald, have the answers in their spe- 
cialized fields. And the specialized fields 
cover the range of American business and 
American affairs completely. 

The experts are serious-minded career 
men, in the main, who know their subjects 
and like to talk them. By overwhelming 
count, they know the subject more inti- 
mately than the higher-titled officeholder 
up front to whom the paid lobbyist or 
Congressman would direct the caller for 
the grand effect. 


CTUALLY, in hundreds of instances it 

is not necessary to go to Washington 

to get such a fact as brought the harassed 

Georgian to town. In his case, specifically, 

the answer could have come with author- 

ity from the regional office of Gronewald’s 

division in Atlanta. Also, a letter to the 

Labor Department would have brought 
an answer. 

The U. S. Government Manual (Super- 
intendent of Documents, Government 
Printing Office, Washington, D. C., $1) is 
considered by Morrow as the best reference 
source to help the businessman keep out of 
Washington. It is revised twice a year and 
gives the latest listing of Washington and 
field offices of all government units. 

If this fails, or if a personal talk with 
some authority on the subject is desired, 
call or see Malcolm Morrow. His teie- 
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phone number is Executive 3300, Branch 
80. 

: Morrow’s number of available federal 
sources is astonishing. A man who re-rolls 
60 million dollars’ worth of steel rails yearly 
called on Morrow recently to ask about 
stainless steel, which he wanted to make. 
Morrow looked through a file of 5000 to 
6000 units of 428 Federal agencies. (He 
also has a list of 20,000 key people in 
Washington and directories of agency 
heads, personnel chiefs, trafic managers, 
chief clerks and information and. publica- 
tion officers. ) | 


'/ HAT he told the steel man was 
straight across-the-counter, quick and 
without a syllable of Washington gobble- 
de-gook: “For average employment figures 
I can send you to a good man in the Bu- 
reau of Labor Statistics,” he said. “The 
production dollar volume and export busi- 
ness statistics are at the Bureau of Foreign 
and Domestic Commerce. There you will 
also find some local market data. The 
I. C. C. has the answers on rail transporta- 
tion and the Maritime Commission on 
shipping. About the technical stuff, you 
ought to see a Bureau of Standards man 
whose name I'll give you.” 
The visitor asked, “Why can’t there be 
an Office of Stainless Steel?” 
And Morrow helped him there with an 
understanding of government itself. 





“Because the government isn’t set up 
that way,” he explained. “It’s divided into 
functional departments, not business com- 
partments. You have to find the functions. 
But most of what you want is already in 
government reports. I’Il tell you where to 
get it quickly by mail. A couple of men 
are enough for you to see.” 

The Public Inquiries Division of the 
U. S. Information Service is also responsive 
to mail inquiries. Make the questions as 
specific as possible. Several copies of the 
letter will help, will enable the Service to 
send one of each to experts on different 
angles of the question. 

Established early in the last war as a 
centrally-located clearing house for the 
legions of generally frenzied, frantic busi- 
nessmen who came to Washington in the 
war effort, Morrow’s unit now handles 
about 1600 requests for information daily 
(300 to 400 of them personal calls). Only 
about 200 of these come from businessmen. 
The reason there aren’t more, Morrow 
thinks, is that few businessmen even know 
of the existence of the information in the 
government’s keeping. And even fewer 
know how to get it easily, cheaply and 
quickly. 

“They only need a little gumption in 
going after it,’ Morrow says. They have 
to break the notion that they must see 
“the man,” the generally expensive “fix.” 
Malcolm Morrow is the Man. 
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FROM THE EDITOR 


(continued from inside front cover) 


sional editors are all right, but they don’t know everything. As an 
experiment in publishing we are going to try systematically to pick the 
brains of our readers. 

We'd like to do a little something to improve things. Frankly, that’s 
the spirit behind our work. Our assumption is that business practices and 
procedures, the whole economic system and the whole social system, are 
not perfect, that they can be improved—especially by businessmen them- 


sely Ga: 


ray 

| [1I;RE aren’t any pat solutions for all the problems, but we can dig out 
ind transmit a good many ideas which seem meritorious. ‘This refers to 
business management. Also new procedures, or old procedures which have 
been tried anew. We shall tell you from time to time how others have 
done what they have done, so that you may grab any pointers that apply 
to vou. We shall act as a conduit, a distributor of useful ideas. 

We shall not always be sweet and amiable. Many articles will be 
provocative. Some things in this world need a good tearing-down, so that 
better things can take their place. In this sense we shall hope at times to 
be “destructive.” 

We Jo not assume that business is a holy cause, an end in itself. In- 
stead, we assume that business is a useful system of getting things done for 
the public, the emploves, and the owners. This is not starry-eyed. It is a 
wholly practical approach, and many persons who don’t understand it have 
come to grief. A friend wrote us recently that “what is good for the most 
people is good for business.” We think he’s right. 

[his Magazine is based upon the idea that businessmen are Very [m- 
portant People. Some writers don’t seem to think so, but we DO. Busi 
nessmen have a great amount of influence over the immediate destinies of 
their employes, and the employes’ families, and the other members of the 
community, and the customers, and the general public. Businessmen, it 
seems to us, have more power ior good or harm than any other single 
group. More power for good or harm. 

Small business needs more attention than big business, and we shall 
try to serve it. At the same time we assume that there is no sharp line 
between the “little” and the “big” and that they are interdependent. 

[he subtitle of this Magazine is ““The Changing Times.” ‘The times 
will always be changing. Much of life and work consists of looking for the 
hanges in advance, and figuring out what to do about them. This new 


publication will try to help vou peer ahead and see straight. 


We 
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